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PREFACE 
· When I ask myself why I chose this thesis topic, two 
primary reasons seem t.o .reoccur. One is a personal reason; 
the other is academic. I have no doubt that they both 
originate from the same experience. 
This experience was an interview for placement with 
the United States Steel Corporation. I was fortunate to 
be selected to talk with the executive personnel officer 
in public relations. He was to visit the Pittsburgh 
office on a certain day and I had been notified to make a 
special trip to meet him. Naturally, I was eager to make 
a good impression. I had read all the interview procedure 
techni~ues, and my clothes were clean, pressed but not 
expensive or fancy. With my hair combed and the suggested 
smile on my face I attempted to convey to my interviewer 
the controlled enthusiasm which T thought necessary for 
the job. 
The interview went well. Such preliminary ~uestions 
as why did I want to work for U .s.s. and why in the public 
relations department were easy to answer. Then, he asked 
me about my major field of study in college. He asked my 
views on two current economists. I could not answer. 
Although Thad read widely on the subject of public relations 
and had devoted many hours to the study of economics, both 
or these names drew a blank with me~ I had heard one or 
the names berore, but would not have dared venture a 
view on the question. My interviewer did not linger on 
this point, but he supplied a brief explanation of the 
contributions of these men. The interview concluded. 
For the most part the interview was a success. But 
the fact that I could not answer those questions bothered 
me. I do not know what result my inability to answer 
those questions had on my chance for the job because I 
chose to go on to school instead of pursuing the position 
further. But the impression remained with me that I should 
be able to answer such questions. It meant to me that I 
did not know how the current thought in my major :field of 
study, economics, corresponded to my chosen life's work, 
public relations. 
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Although I since learned the answers to those particular 
questions, I wanted to learn more about current economic 
theory in the 20th Century, and how it a:r:rected public. 
relations. Thus, :for a personal reason I chose this topic. 
Perhaps in.:ruture job interviews or in conversations, and 
more important, in work situations, I shall be able better 
to understand and discuss this subject. 
The second reason.is an ampli:t'ication o:r the :first; 
this thesis serves as an organization of material which should 
be valuable to any one interested in corporate public 
relations. It is an attempt to meet part of the call :for 
more information about economic theory i.n public relations. 
··~ 
v 
It does not, by any means, rill this need. But, it is 
hoped that this paper will enhance the knowledge or public 
relations as a discipline and a profession so that students 
and practitioners may be more aware. or the important place 
or economic theory in public relations. And, that with this 
awareness will come a more enlightened concern ror the 
application of carerul thought to the problem of the 
corporation, as an economic problem, in practicing public 
relations. 
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CHAPTER I 
INTRODUCTION 
PERSPECTIVE ON THE PROBLEMS OF THE CORPORATION 
Much has been written about a modern revolution. The 
.• 
writings center on the corpor~tion ~n the c~pitalistic 
economy. The writers charge that in this.revolution the 
corporation has changed both itse~f and the American economy. 
Much of the literatur$ _;is Wf'i:tten to prov~ that op.r economic 
system is no longe..r capitalism .... It indicates that :there is 
a threat to the Iil?.intenance of an e9onomi9 equilibr~um such 
as the balance which is presented in traditional economic theory. 
The old system of checks and balances no longer controls 
business. The conclusion which the literature seeks to reach, 
thus, is tha:t the corporation is diffe:rent than its ancestor, 
and it operates in a diffe:rent economy. 
The changes which this revolution has supposedly wrought 
can be seen by follow;ing the legal history of the laws and 
court decisions since the eme:rgence.of the corporation. This 
history starts with individual states before the middle o:f 
the Nineteenth Century. The first federal recognition o:f 
corporate power :resulted in the passage of the Interstate 
comme:rce Act of 1887. Soon after the passage of this act 
came the Sherman Antitrust Act of 1890. This act attacked 
- 2 -
the large trusts which, at the direction of powerful and 
ruthless owners, were yielding power, wrecking and 
absorbing the smaller businesses. Government legislation 
at this time was not usually strictly enforced, but it 
could be effective when it was. T. R. Roosevelt made the 
first serious attempts of enforcement during the early part 
of the 20th century. It was during this trust-busting era 
that the courts initiated the 11rule of reasonn and the 
concept of the good trust. In 1914 two more laws limiting 
the trust were passed: the Clayton Anti trust Act and the 
Federal Trade Commission Act. This legislation, too, was 
effective in checking corporate power only when and if 
someone took the initiative to apply it. As a result 
corporations were nurtured to gigantic size and power during 
this period. They resembled neither their ancestors nor the 
modern corporation which we knryn today. 
variations in the business, the merger movement, and 
internal growth varied with the climate of the economy. 
Restrictions were imposed according to the feelings of the 
court members and the needs of the economy for corporate 
growth. There were two outstanding periods when enforcement 
was lax. First, the aftermath of the depression encouraged 
the expansion and growth of the corporation. And again~: 
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during the Second World War business was called on to rally 
its strength to produce in any way possible for the de~ense 
of the country. 
What is the economic explanation for the introduction 
o~ legislation to control the corporation in a free economic 
society? .A simplified historical sketch would show that the 
atomistic situation where many small businesses.were competing 
with one another had disappeared. There were large companies. 
This was contrary to classical theory. .The flinvisi ble hand t1 
could no longer protect the public interest. There~ore, 
another kind of control was sought. This control was the 
government • 
.Although the corporate situation today can hardly be 
described in the same way the trusts o~ Morgan, Rocke~eller 
and Carnegie are, a similar situation exists. Corporations, 
today, are not guided by men who are solely concerned with 
the enlargement of their own personal ~ortune s. But they 
are few in number in some industries, large, powerful, and 
certainly not operating in an atomistic environment. When 
we define the problems of the corporation today we can see 
certain reoccurring accusations of the early part of this 
century. Specifically, these problems are: bigness, lack 
o~ competition, unchecked power, parentalism, a threat to 
democracy, and production orientation. 
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If the system of private corporate enterprise is 
going to continue in this country, then the corporations 
must give serious thought to these problems. The men who 
g_uestion the system ni.ay do so from several different points 
of view. They may have political differences of' opinion 
with the entire working of' a private corporate system. In 
this case they attack the system in spite of' the economic 
gains which it may make. They have no use for a system 
which expresses the ineg_uality, power, and size which they 
find in capitalism. 
Others find reason 'to attack the corporation because 
it is big. They feel that bigness gives the corporation 
a position which is not compatible with a workable capital-
istic system. Attack of' this nature comes from a wide 
variety of men. Some of them are learned economists who 
base their argument on the prereg_uisites of' a smooth operation 
of' the capitalistic system. Others find unsubstantiated 
reasons for the evil of size. Anentire book, The Attack 
Against Big Business by J.D. Glover, gives many of the 
causes which men find for attacking the size of' the corpora-
tion. 
Still others see that there is a threat in the power 
which accompanies the size .and fewness of' the corporate system. 
They stress that this power can control the lives of' many 
• 
• 
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people including employees of the company, customer.s, and 
even the nation as a whole thr.ough the influence of the 
corporation on the gover.nment. 
Regar.dless of the specific attack brought against the 
corporation, the problems are similar. The corporation 
must find ways to adapt itself to the economy so that it 
fulfills the obligation which has been thr.ust upon it • 
.Although it wou.J_d be impossible for the corporation to make 
itself completely acceptable to all of its critics some 
concrete action is necessary to insure the continuation of 
the corporation in the free enterprise economy. By positive 
action in r.esponse to the criticism the corporation provides 
insur.ance for itself and increases the social and economic 
benefits of the community and the nation. 
This is the battleground of the modern revolution. 
The protagonist is the enlightened responsibility which the 
cor.poration accepts for itself to constructively control its 
great power. It is opposing the status quo which per.mits 
the untutored corporation to wie-ld its power, inflict harm 
to the economy and society, and bring gover.nmental interfer-
ence upon itself. 
This paper is a presentation of cur.rent thinking on 
corporate responsibility. The theories that are presented 
here are representative of concepts and ideas in recent 
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published material, for .t4e most part. All of these 
theories treat the subject of corporate responsibility 
in some manner. 
The order of the paper presents first the theory of 
public relations on the subject. The theories of economic 
theorists are presented with emphasis.on the particular 
problems of the corporation. Various sol~tions to these 
problems are offered. Special attention is directed to the 
concepts of four different current economic theorists. 
After the SUinm3..ry of the entire paper, the conclusions are 
based on contributions of current economic thought, which 
can be incorporated into or should be considered by public 
relations theory. 
CHAPTER II 
CORPORATE RESPONSIBILITY THROUGH PUBLIC: RELP-TIONS 
There a.re many individual statements concerning 
corporate responsibility in public relations literature. 
Bt1t there is no combined statement which integrates all 
of these writings. Becatlse this study is concerned with 
corporation responsibility as a :function of public relations, 
it is necessary to develop a unified concept. Therefore, 
the contributions o:f managers of corporations, practitioners 
of public relations, follnders of public relations theory, 
and writers in this area of study will be blended into a 
composite. From this mixture it is hoped that a usable 
theory will be extruded. 
I • STATEMENTS OF MANAGEMENT 
Although the corporation is a legal person it has no 
control of its own activity. This responsibility rests with 
its managers who assume the task of directing the corporation 
:for its owners. Along with all of their other .responsibili-
ties these managers must determine the responsibilities of 
the corporation and how they can be handled best. Therefore, 
it is necessary to turn :first to management in order to 
compose the concept. 
From speeches, pamphlets, articles, and complete books, 
managers indicate that they are concerned· about the activity 
1 
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or the corporation. They speak about the responsibility 
which they consider pa:rt of the co:rpo:rate p:rog:ram. They 
speak of what the corporation can do; what it should do; 
and what it is doing to fulfill this :responsibility. 
Unfortunately, some of their statements a:re general plati-
tudes that mean little when carefully examined. Other 
statements a:re the sincere expression of men who have concern 
for the effect of their policies on the economy. It is 
sometimes difficult to tell where to find the separation 
between good words and :real deeds. 
Educators f:rom business schools throughout the country 
have considerable influence on the thinking of modern 
management. Dean Stanley F. Teele of the Harvard Graduate 
School of Business Administration suggests a three .... step 
pattern for the consideration of management. He believes 
that the first responsibility of management is competence; 
the enterprise should be profitable. Second, the managers 
should understand group relationships so that the manager may 
make nhis own organization what we might call a good society 
in itselfu. Finally, management should consider the parti-
1 
cipation of his company in the affairs of the community. 
1 stanley F. Teele nsocial Responsibilities of Business · 
Leadershipn, The Public Relations Journal, VI (February, 1950), 
pp 9-10. 
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More generally the duties of management are two-fold: 
the economic consideration which is centered in the 
accounting system of profit and loss; and the social consi-
derations, which include the relations of the corporation to 
itself and to the society that it contacts. The profit 
motive is a pillar of the capitalistic economic system. It 
is the dynamic drive which assures efficiency in business 
operations. It is the measure of success of a new product 
oT the elimination of a poor product. It has even referred 
·to as a right of an .American citizen similar to the right of 
free speech and press. 
The profit motive is affected when management decides 
to considel;' responsibilitie~. When the managers make 
de cis ions in their business a cti vi ties with consideration 
of the responsibility, they are not using the :profit motive 
as their sole guide. The responsibility consideration, such 
as location or movement of :plant facilities, is not always 
consistent with profit consideration. It is :possible that 
it might be the exact opposite. It is this paradox--one of 
the many in economic theory--which causes a split in the 
manner in which different managers admit social responsi-
bility. 
Some managers maintain that all the talk about the 
well-being of the community and interest in employee 
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activities is not in their jurisdiction. This school ot: 
thought is often considered 11 old fashioned" because it 
adheres to the adage that business is business. These men 
believe that if the enterprise is run so that prot:it is 
assured all other considerations will t:all naturally into 
place. Many of the successful tycoons of the past lived 
by this philosophy. 
Other managers have taken an active interest in non-
prot:it responsibilities. Although these men have by no 
means cast the profit concept aside, they do not believe 
that an ninvisible handu is working to the benet:it ot: the 
economy. If profits are not the only test of business then 
there must be another way to .-measure the conduct of business. 
This way, it is suggested, is conducting business in a way 
the public will sanction. A spokesman of this view expresses 
what this type of management involves: 
Doing this may involve some sentiment and more of the 
frailty of man. But business builds firmly within the 
framework of a group of human beings, only one of which 
is economics. Business has learned that not all men are 
economic orpractical. The business-man group must 
assume responsibilities for other groups---for the pro-
duction of goods and services and for the security of the 
workers. It assumes that the other social groups-- , 
religious, intellectual, ascetic, political, and social..,.-
have rights as citizens and directly or indirectly are as 
basis to our-civilization and to_ the business as the 
economic man; the members of these non-economic groups 
may not be business men but they create and support the 
civilization that business depends upon and which in turn 
it supports and _develops. 2 
2 N .S. B. Gras, rtThe Lag in Business Leadership", '!he 
public Relations J'ournal, V (December 1949), 39. 
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Fortune Magazine edito:rs explain the pa:raa.ox of the 
p:rofit motive unde:r the assumption-of responsibility in this 
manne:r. nBut the g:reat paradox or the profit motive in the 
American system is that management, precisely because it is 
in business to make money years on end, cannot concent:rate 
exclusively on making money he:re ana. now. To keep on making 
money years on end,. it must, • • • conduct the affai:rs of the 
ente.rp:rise in such a way as to maintain an equitable and 
wo.rking balance among the claims of va:rious di:rectly inte.rested 
g.ro ups". 3 
Russell navenpo:rt attempts to p.rope:rly balance the 
p:rofit motiv~ with responsibility. He states, ncorpo:rate 
indust.ry will be healthy in the times that are to come, only· 
insorar as it can make its p.rope:r cont:ribution to the social 
well-being or the community. The adage the 1 business is 
business' belongs to anothe:r age. Business must ope.rate at a 
p:rofit; but this p:rofit must not mean a social loss to eve.ry-
one else. Business p.rofit must be pa.rt and parcel of social 
p.rofit--community profit, not in dollars but in human well-
beingn. 4 
3 nTransforrnation of Ame:rican Capitalism11 , Fo.rtune, 
43:78-83, (February; 1951) 83. 
4 Russell W. Davenport, ~'A New Field· for Private · 
rni tiative," The Public Relations Jou:rnal, VII (J"uly-August, 
1951), 16. ---
• 
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A final note on the use of profit is given by 
Mr. Frank Abrams. He s·bresses both the need for profit 
and the acceptance of responsibility in the management of 
business. He gives the following explanation of the value 
of profit. nit can thus be seen that profits are not simply 
a withdrawal from the business for the exclusive benefit of 
stockholders. Actually they are used in large part to make 
secure the competitive position of the enterprise by 
increasing the productivity of its workers and thus, as an 
all important by-product, increasing the real income of the 
na tionn. 5 
Thus, although there are those who believe that the 
only concern of business is profit--and this group is a 
vanishing breed--there are many managers who take a more 
compromising view of profit,and responsibility. The pro:rit 
motive is the primary consideration. However~ it would 
appear that there is room within this consideration for 
social responsibility without conflict with profit. Both 
have their proper place in decision making for management. 
5 Frank TN. Abrams, ttManagement' s Responsibilities in 
a Oomplel[ World, 11 Harvard Business Review, XXIX 
(May, 1951), 30. 
• 
, 
/ 
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Therefore, it is assumed that the following statements, 
which managers make about corporate responsibility, are 
made with the prerequisite that profit has been considered .. 
ManagE:JrS are expressing their desire to balance the interests 
of their customers, employees, stockholders, and the general 
public. With the profit concern as the foundation these 
considerations should be evaluated in light of the operation 
of the company for years to come. 
The argume)J.t is with the attention which management 
gives to all aspects of. the organization, not with private 
enterprise as such. Thus, part of the responsibility of 
management, according to Robert G. Dunlop, President of the 
sun Oil company, is human relations. He reports that, nby 
and large, the American people favor free enterprise; they 
do not demand any major reforms. What is reg_uiTed cf us, 
however, is that we give increased attention and emphasis to 
human relations matters. We must take greater pains to be 
fair and open in all our dealings with employees and other 
groups. It is perfectly clear that sharp dealings of any 
type with employees or o.ther groups represent nothing more 
or less than short-sighted stupidity. In modern society, 
particularly with the excellent communication media in use, 
it is essential.that business enjoy .good reputations, and 
6 
and good reputations must be honestly earned." 
- 14 -
Another manager who is concerned with the reputation 
or image of the corporation is J"ames W. Irwin. He believes 
that the need for action is immediate if the corporation is 
to survive.. Irwin states, 11If the enterprise, as we know 
it, is to survive and continue to develop for the people of 
the nation and the world • • • every individual and financial 
leader, whether his company be large or small, must exert 
the utmost in thought and effort toward recapturing the 
respect and leadership of the masses." 7 
One of the ways in which this responsibility can be 
met is through a "down to earth approach.n Frank Abrams 
speaks of the need for management to nre-establish the 
common touch with our fellow men. We must reappear in the 
role of the warmhearted human beings--which is what we are.n 
He continues, 11 There is no higher responsibility, there is 
no higher duty, of professional management than to gain the 
respect of the general public through objective participation 
6 Robert G. Dunlop, rrThe Challange of Industrial Change,n 
An Address before Finance and. Accounting Section American 
petroleum Instltute,November-9, 1954 (Chicago, Illinois: 
Sun Oil Company),p.l2. 
7 J"ames W. Irwin, "Public Relations Responsibilities in 
the crucial Period Ahead," The Public Relations Journal, II 
(J"anuary 1946) 2. ---
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in, and consideration of, national QUestions, even though 
these QUestions, in many cases, do not relate directly to 
their immediate business problems." $. Howard Chase, 
former manager of the public relations department of 
General Foods, shares this belief in prestige through 
ttdown to earthn identification. He states, "I am convinced 
that this process of identifying business with the great 
goals of the human race, the great but simple goals, is all 
that can maintain today's free corporate system.n 9 
One of the most inclusive statements of managerial 
responsibility is given by the president of Pitney Bowes, Inc., 
Mr. Walter H. Wheeler Jr. Mr. Wheeler places a large part 
of the burden of shaping our future society on management. 
The role of management, according to him, is perhaps the 
greatest of any group in establishing the pattern for 
American life. Mr. Wheeler presents his case as follows: 
We in management must accept social responsibilities, 
just as they are accepted by educators, the clergy, 
and leaders in government, labor and other professions. 
We must use our tremendous potential leadership and 
influence for the public good, not only in our 
relations with employees, but with our communities, 
our nation arid the world. It will cost us money and 
time. But if we QUestion that it is worth the price, 
we should read the parable about bread cast on the water. 
8 Abrams, .£E_. cit., pp 2$-29 
9 Howard Chase, nThe Key to Corporate survival~" 
The Public Relations Journal, III (July, 1947), 25. 
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Industrialism has changed the face of society, and 
it will change it even more in the years to come. 
The final form it will take is not visible to us, 
but we, the leaders of business and industry, by 
ou.r action and inaction, will be the major factor 
in shaping it. It is up to us whether we shall have 
a society of free people, with a high standard of 
living, or whether we shall have a slave society 
which provides only a drab and dubious society.n' 10 
The president of E.I. duPont Nemours & Company, 
Crawford H. Greenewal t warns :that the corporation can be 
too careful, that it may shy away from positive action 
because it was restrained ih the past. Laws are negative 
in nature; they punish the wrong-doers, whereas, the law 
abiding corporation can act in the same way as a law 
abiding citizen. Thus, Greenawalt demands that 11 as private 
citizens we win no laurels by simply staying within the 
legal limits-~we are judged by our own sense of consideration 
fo.r others and on ou.r own sense of .responsibility to the 
community. It is what we do, rathe.r than what we ref.rain 
from doing, that counts. n 11 This points out the g.rea ter 
value of self-imposed responsibility as contrasted with 
that imposed by government .through legislation. All the 
anti-trust laws in the country can not produce the kind of 
activity by which the corporation does more than it has to do. 
10 Walter W. Wheeler J"r., 11Industryts New Responsibility,n 
The Public Relations Journal, V. (October, 1949), 32. 
11 crawford H. G.reenewalt, 11Business Laws and Ethics, n 
A Sleech at the Dedication of the Haskell Laboratory for 
Tox cology-anu-lndustrial Meaicrne, March 29, 1954 
TWilmington-;-Delaware), p. 6. 
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Thus, rrom these brier statements or a rew representa-
tive managers or the many corporations in this country, 
there is evidence or an abiding concern with the responsible 
role which the corporation must play. This awareness or 
responsibility is not a rleeting rancy. It is a part or the 
modern business scene. Management sees little choice ror 
itselr in accepting its role. As Robert Dunlop reports, 
that is the way the situation :].s. "Ours is a responsibility 
we cannot escape, even ir we desired to do so. Our role 
as managers or this country's industrial tools or production 
is too critical. The social, moral, and, yes, even spiritual 
ove.:rtones ror our decisions arrect too many lives, both 
directly and indirectly, ror us to ignore the broad, long-run 
social consequences or what we do." 12 
Ir there is a lack in the statements or management, it 
is a lack or speciricity, not a lack or enthusiasm. It 
would seem that management not only recognizes that they 
must assume the obligation ror corporate responsibility, but 
they are ready to make the corporation a truly creditable 
institution in the process. Ir their statements are an 
indication or what they wish to undertake, and there is 
reason to believ.e this is the case, then there is much to 
work to be handled in the name or the corporation. 
12 Robert G. Dunlop, ~· cit., p. 2. 
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II THE CONSCIENCE OF THE CORPORATION 
Management has chosen a course of corpo:rate responsi-
bility. What is now required is that what these responsi-
bilities are and how they will be met must be established. 
This :reg_ui:rement needs the same special care that the 
profit consideration finds in the accounting department o:f 
the co:rporation. For the. corpo:ration this responsibility 
is generally delegated to the public relations director o:r 
department. Moreover public relations serves to establish, 
suggest and carry out what manage:rs state as corpo:rate 
:responsibilities. 
Fo:r this reason, Raymound W. Miller gives the title, 
"Keeper of the Corpo:rate conscience,n to public relations. 
This title would imply that the activity of publfuc :relations 
is the determination of moral considerations, ethical 
judgments, and distinction between right and wrong fo:r the 
corporation. That is what a conscience does. And the 
application of a conscience to the co:rporation is bo:rn o:f 
its legal acceptance as a legal person. When the Supreme 
court anthropomorphized the corporation it suggested that 
citizenship was one of its attributes. 
Unfortunately, this has since produced abuse for the 
interpretation of this citizenship. Public relations 
writers and publicists sought to identify the corporation 
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with the ordinary citizen. If people could see the busi-
ness enterprise in this way they could see its problems 
in a more understandable manner. The danger of this lies 
not in the identification, but in the fact that talk about 
good citizenship was sufficient. · The doing was often 
omitted. As Professor Miller points out in this regard~ 
"Many public relations consultants have drawn the attention 
of their corporate clients to the fact that unless corpo-
rations can humanize and act as though they were natural 
persons of mutual good will there is a definite possibility 
in the future that the. courts and perhaps Congress may 
redefine the word 'person' and withdraw from corporations 
much of the protection of 'due process' and 'eq_ual protection' 
clauses of the Fourteenth Amendment." l3 Although this would 
be harsh punishment it would end some distortion which the 
present corporation-citizenship produces. 
An even more important consideration is the survival of 
the corporation. Miller warns that a change in the system 
will result, nif this inanimate corporate entity, living in 
a world of animate beings, cannot absorb and practice 
through its directors and management the human virtues that 
are rightfully demand~d by a free people, then those same 
13 Raymound W. Miller, ttHow Fragile is the Corporate 
Thread of Life,n The Public Relations Journal, V 
(0 ctober, 1949), -1-. -
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people may, some bright day, look to the other side of a 
dualistic philososphical, political and social fence for 
those services that by natural right, should. belong to 
them. n l4 
Therefore, the public relations man has a large, 
important task to do for the corporation. Management has 
set the scene by reporting what the corporation must do. 
The responsibility for getting it accomplished rests with 
the public relations department or counsel. 
In the corporation public relations acts in many varied 
ways. Because it operates throughout the enterprise and 
affects all of the people of the organization it differs from 
most staff departments such as aqcounting. It is the voice 
and the ears of the company.. It operates both inside. and 
outside the enterprise. While it is necessarily working 
with practical day-to-day application of techniques, it is 
also concerned with the long-run goal: the survival of the 
corporation and capitalistic.· system. Its importance on the 
modern economic system is evidenced by its great scope. It 
is reported that at least 5,000 corporations have public 
relations departments or maintain counsel. 1 5 
14 Raymond W. Miller, nThe Corporation: A Brotherhood 
of Service, 11 The Public Relations J"ournal, III 
(February, l947T, lJ. · 
15 Roland A. Morreale, 11 The Corporate Image of the Public 
Relations Man: The PR Man as Seen by Top-level Business 
Executives in the Three Largest New England Cities," (un-
published Master's Thesis, Boston University, Boston, 1958), 10. 
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There are many definitions of public relations. 
Naturally, much of the diversity is attributable to the 
many different kinds of organizations which use public 
relations. For example, public relations for a non-profit 
organization such as the Red Cross differs from that or 
the United States Steel Company. However, it is possible 
to select three identifiable approaches to public relation 
even if a definition cannot be resolved. First, there is 
the financial approach which uses the accounting form • 
. To measure the effect of public relations, it is possible 
to cheek the balance sheet for the value of ttgood will.n 
This is usually checked over a period or years. A second 
approach is to the public attitude approach. This method 
calls for the corporation to determine what the public wants 
by measuring the public attitude. It can then supply these 
wants before the government does so by enacting legislation. 
A third approach is referred to as social engineering. 
This approach allows the public relations man to remake the 
existing social structure. The common thread of all or 
these approaches is the attitude of the public.16 
16 Otto Lerbinger nsurvey of Public Relations Functions," 
Lecture {C0-712, Commu~ication and Society), April 25, 1958, 
Boston, Massachusetts: Boston Un1versity School of Public 
Relations and communications. 
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III PRINCIPLES OF PUBLIC RELATIONS 
Mol'eover, the importance of public attitude is noted 
throughout the principles of col'pora te public relations. 
One of the fol'emost writel's in the study of public relations 
is ~ohn w. Hill. He admits that it is difficult to state 
succinctly the basic pl'inciples and beliefs that underly 
public relations. However, he lists five axioms as follows: 
1. PUblic opinion is the final arbitrator in all 
matters affecting the public interest in a democratic 
society. · 
2. People al'e essentially l'ational by nature; they 
respond to facts and want the truth; and they will 
ultimately find it and act upon it. 
3. To be most effective with people, facts must 
interest them and have some meaning for their lives 
as individuals· •. 
4. It is the unknown which frightens, the 
unfamiliar which is misunderstood. 
5. Good public relations must begin with good 
conduct. It is not enough to have merely a good 
statement of a case: the need first is for a 
good case based on sound policy and conduct in 
the publicinterest. 17 
In their discussion of the importance of firm management 
of public relations activities Caroline Bird and Thomas Yutzy 
contribute to the basis principles of corporate public 
relations. They state, 11But it is possible to frame two 
17 John W. Hill, 11 The Role of Public Relations in 
Industry," A Speech Presente~ to Employees £r Hill and. . 
Knowlton, Inc.; at the Annual Staff Conference~e Unlverslty 
Club, New York, N.Y~on October 3o, 1953 (New York: Hill and 
Knowlton, Inc.) , pp. 31-32. · 
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general p~inciples of public relations responsibility against 
which any specific duty can be meas~ed." These principles 
a~e as follows: 
1. Public ~elations must be held accountable fo~ 
counsel on the p~obable public reaction to any policy 
affecting the public inte~est and the effect of this 
~eaction on the enterp~ise. 
2. Public ~elations must be responsible fo~ the 
timing and the execution of company statements 
affecting policy once they a~e approved fo~ release.1 8 
All of these principles hold a great respect for public 
opinion. Thus, the public relations men agree with management 
that they have no choice in the matte~ of accepting responsi-
bility. This first responsibility is ~ecognition of public 
opinion. The reasons for this are ove~powering. 
1. Public opinion will no longer accept the shrugging 
silence of 1 no comment 1 from business leaders in 
matters in the public domain. 
2. So many enlightened managements are committed to 
the policy of open and aboveboard dealing with the 
public that the lagga~d in this respect becomes the 
object of public suspicion, and in the end his 
business will suffer. 
3. Management needs the understanding support of its 
employees, customers, and stockholders, both for 
successful operation of the business and for building 
and holding good will in the market place. 
4. Management needs an informed public opinion not 
only as a buttress against unfair and unwise legisla-
tion but as a life insu~ance on its right to direct 
the allocation of the gains of enterprise. 
18 Caroline Bird and Thomas D. Yutzy, nyou have to 
Manage Public Relations,n·Harvard Business Review, X:XXV 
(November-December, 1957), 61. 
• 
• 
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5. Sound public relations policies and activities, 
so obviously necessary in a crisis, are just as 
important when there is no crisis--in the same sense 
as fire insurance is important, or taking normal 
precautions to preserve health when one is well. 19 
For these reasons it is imperative that a sound program 
of public relations which is based on informing the publics 
of established corporate policy be established. In this way 
the corporation builds public confidence. Why public rela-
tions is concerned with public confidence was answered by 
one of the most respected members of the public relations 
profession, Earl Newsom. ~. Newsom replies that it is 
ttbasically only in an atmosphere of public confidence and 
understanding can a company have its best chance to survive 
and prosper. If people have confidence in us and look to us 
for responsible leadership, they will listen to what we say, 
and believe what we say. We can participate successfully 
in public discussion of problems and issues that affect us 
as well as everybody else.'' 20 
. . 
A brief, but comprehensive summary of the principles 
of corporate public relations is listed by John W. Hill in 
his book corporate Public Relations. These principles may 
be simply restated: 
19 John w. Hill, Corporate Public Relations (New York: 
Harper & Brothers, 1958), pp. 169-76. 
20 Earl Newsom, nA Philosophy of Corporate Public 
Relations, n Public Relations Q,uarterly, II (1957) 
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Public oplnlon is the g~eatest of all collective 
powe~s among people •. 
Every co~po.ration, g~ou:p o~ organization dealing with 
people has public ~elations, which may be good, bad 
or indifferent. 
Good co~porate :public ~elations depend, fi~st, upon 
sound :policies t~uly in the :public interest and 
second, upon the clea~:and effective communication, 
explanation, and interpretation of policies and facts 
to the public. · 
Public confidence in the co~:po~ation as an institution 
must be earned and deserved. rsmart publici tyt will 
never ~eplace sound management :policies and acts in 
building a solid foundation of good will. 21 
And so the duties of the :public relations department must 
coincide with the principles if corpo~a te public relations 
is going to measu~e up to the challenge of meeting co~po~ate 
responsibility. 
IV. DUTIES OF CORPORATE PUBLIC RELATIONS' 
The co~:poration has come to expect many duties of this 
ubiq_uitous activity: public ~elations. He~e, some of the 
suggested duties. of the co~:poration t s :public ~elations will 
be examined. These duties range f~om telling the story of 
the company to maintaining a balance between the inte~nal 
divisions of the corporation. 
21 John w. Hill, £12.· cit~, :p. · ~63. 
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~ohn L. McCaffrey states that he believffipublic 
relations executives have two basic duties. ttFirst, he 
has the duty of interpreting public attitudes and behavior 
to the management of his company. Second, he has the duty 
of interJ?reting the actions and ideas of his company to the 
various publics th~ t a:re interested in it or affected by 
it. tt 22 The editors of Fortune Magazine call public relations 
managements' self conscious spokesman because they, too 1 
define the. duty of public relations as a two-part pro~ess. 
Not only should they speak out about management, but they 
should counsel and advise on policy with corporation manage= 
ment. 23 
The duty of telling about management policy has been 
accepted as a function for many years. In fact, the job of 
getting the latest release to the newspaper was once the 
sole task of the public relations department. Therefore, 
the two part activity is an important contribution.. It may 
be the addition which has helped public relations reach 
maturity. 
22 ~olin L. McCaffrey, nwhat Industry Expects from 
Public Relations," The Public Relations ~ournal, III 
(March, 1949), 1. -- · · · . 
23 "Management'sSelf-Conscious Spokesman," Fortune, 
52:108-10, Novembert 1955. 
- 27 -
To accomplish this function of obtaining public opinion--
listening, Maurer suggests that npublic relations executives 
are expected to appraise the boa.rd of newspaper comment, 
congressional hearings, radio reports, and public opinion 
su:rveys, so that members will know the specific climate of 
opinion at the time they are reaching decisions." 24 He sees 
the long term potential danger the failure to observe this 
duty. The one way communication--influencing but not being 
influenced by public opinion--is only part of the duty. 
ciohn Hill injects some ethical considerations into the 
duties of public relations. He explains that PR men must 
dramatize the truth about a company. They should not, however, 
falsify in order to make the sto.ry better than it is. "All 
this leads us to the useful working conclusion. The essence 
.of sound public relations work is explaining or interpreting 
_an enterprise to all Americans who are affected by it-~in 
convincing ways that show them how it contributes to their 
individual well'-being and enjoyment of .life .'1 25 
After an extensive study of public relations' image in 
the New England area, this conclusion was made concerning 
the attitude of corporation executives toward the practi~e 
24 Herrymon Maurer, Great Enterprise Growth and Behavior · 
of the Big Corporation (N6W"York: The Macmillan Company, 1955), 
P7 2Q9. . 
25 ciohn W. Hill, 9.£.· cit., p. 19. 
- 28 -
of public relations. "The problem of changing the public's 
opinion about American business seems to be the most pressing. 
About one-third of the executives were worried about this and 
felt it was the major improvement public relations should 
make to better help industry." 26 One of the duties most 
frequently suggested for public relations is the call for jobs 
of prestige building. To improve the public's image it is 
the PR function to secure the respect for management by the 
various groups such as the employees, stockholders, and the 
community. 27 The best way to accomplish this is through an 
organized program. Such Tla dynamic public relations program 
acts as a catalyst in .humanizing their business.n 28 
Moreover, this calls for a program based on solid 
policy. n. • ·• It is not the work of public relations--let 
it always be einp.hasized ...... to outsmart the American public in 
helping management build. profits. It is the job of public 
relations to help management find ways of identifying its 
own interests with the public interest~-ways so clear that 
26 Roland A. Morreale, op. cit., p. 50. 
27 clames w. Irwin, npublic Relations Responsibilities 
in the Crucial Period Ahead,n The Public Relations clOurnal, 
LL (clanuary 1946) -
28 Raymond W. Miller, nEduca ting business Majors to 
understand Public Relations, n An Address at the lOth National 
Conference of the PRSA, Philadelphia, Penh.,~vemEer 18, 1957 p.4. 
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the profit earned by the company may be reviewed as con~ 
tri buting to the progress of everybody in the American 
economy.tt 29 
A straight, simple answer to the question of duty is 
given by the director of public relations for the New 
England Council. He states, npublic relations is nothing 
.more than telling an organizationts story to the public-~ 
honestly, completely and objectively.n JO 
In contrast to the external job of explanation, there 
is work ~thin the enterprise for public relations. Such 
work is the duty which T. J. Ross defines for corporate 
public :relations. nA corporation has a great .many elements 
with diffe:rent and sometimes ODposing aims and ends, and 
part of ou~ job is to help keep all the elements in a working, 
harmonious balance .n· .3l 
29 Johri W. Hill, ££• cit., p. 21 • 
.30 Richard E. Fisk, npublic Relations Men, tt New Englander 
( J une, 19 57 ) , 5 • . . 
.31. T.J. Ross, ttpublic Relations Some Basic Attitudes,n 
A Talk Presented at a Luncheon Meeting of the New York Chapter, 
PitSA, Weanesaay, J'Euiuary 15, 1958, p. 7 .. - -
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V. PUBLIC INTEREST- BY PUBLIC OPINION 
Walter Lippman said in The Public Philosophy that 
n . . • the public interest may be presumed to be what men 
would choose if they saw clearly, thought rationally, acted 
disinterestedly and benevolently.n 32 This is a great task 
even for the best intentioned individual. It is even more 
difficult for the corporation whose management is composed 
of many different people. .Action in the public interest is 
important and will reg_ui.:re many so.:rted skills and varied 
types of knowledge. Management from all sections of the 
organization will have to blend their talents to achieve 
what has been called the public interest. 
Nevertheless, the corporation p+aces the primary 
reliance in public relations to determine what the public 
interest is. Howard Bowen assigns this tak to public rela-
tions as follows: 
How is a businessman to decide just what is the public 
interest or just what policies are conformable to the 
needs of society? There are problems of conscience 
and· of good taste, and there are also complex technical 
problems of ~conomics, social science and ethics. 
Clearly, each large firm needs an official or a depart-
ment that is. concerned with the social implication of 
its activities. The public relations department is 
perhaps best eg_uipped to assume the role of spokesman 
for the public. But in accepting such a role, the advice 
of economists and other social sciences will be 
indispensable. 33 
32 Walter Lippman, Essays in the Public Philosophy 
(Boston: Little, Brown and company, 1955), 42. 
33 Howard R. Bowen, 11 The Price of Economic Life," 
The Public Relations Journal, XII (November, 1957), 7. 
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To unde~stand the impo~tance of the public inte~est 
listen to dOhn W. Hill. NT. Hill emphasizes the impo~tance 
of Public ~elationts getting the opinion of the public so 
that the policies which the co~po~ation ultimately make 
will be grounded in what the public itself has expressed a 
concern. 
This concept, which is basic to the way Hill views 
Public relations, he explains as follows. 
In ou~ country corporate ente.rp~iseand our system of 
capitalism exist solely unde.r a franchise from the 
public. 
No enterprise can ever safely take this f~anehise fo~ 
g.ranted. If the f.ranchise is to be maintained in 
future ye~rs the public must become far better info.rmed 
and mo~e tho~oughly convinced of the soundness of our 
system ·of corpo~ate enterprise. 
Fo~ this ~eason it is a cardinal principle of public 
relations--as we unde~stand it in Am.e~ica--that all 
corpo~ate enterp.rise must ~~ conducted in ways that 
ser.ve the public interest. 4 
Thus, it can be seen that public inte~est manifested 
through public opinion is the important determiner of the 
responsibility to which the corporation must adhere. 
34 dOhn W. Hill, ttpublic Relations Looks. to the Futu.r~,"' 
.An\TAdd.ress Deliverea at the Confe.renee on Enllghtened Publlc. 
Oplnlo~oston Uhlversi~ Ap.ril 11, 1958, p. 8 
- 32 -
urn our democ.racy the powe.r of the final decision rests in 
the hands of the people. Public opinion has the last word. 
Indust.ry has eve.ry need fo.r seeking to win public favo.r in 
a world where competition rules and where the very enterprise 
system itself is under constant question and frequent attack~"35 
With the information of what public opinion is, the public 
relations man is able to report his findings to management, 
and to advise.what policy should be. 
John Hill briefly describes the operation of public 
opinion determination. 
The people respond by applying to the corporation's 
workcertain standards not previously used. They. 
want to know not only how well the corporation 
serves its own particular objectives, but also how 
ably it serves societyts objectives. 
By keeping its fingers on the pulse of opinion as noted 
in the press, in current writings of leaders of thought, 
and th.rough the medium of public opinion surveys, 
management may inform its~lf regarding what people are 
thinking currently. It is one of the functions of 
public relations to provide management with this 
info.rmation. 
But there is need to be watchful also for the advent, 
in the backg.round of this current opinion, of new 
standards of values, new deep-lying currents of thought 
that may be developing. Management may well face a 
challenge either to adjust policies in recognition of 
these new values or to interpret policies in light of them. 11 36 
35 JohiiVV"':" Hill, 1'The Role of Public Relations in Industry, TT 
.A Speech Presented to the Employees of Hill and Knowlton, Inc.,_ 
at the Annual ~taff-rron?erence, The UliiveFSi~Club, New YOFK, 
N.Y:;-october JU;~953, P 4· --- ----
-- - --
36 John w. Hill, Corporate public Relations (New York: 
Harper & B.rothers, 1958), p. 62. 
• 
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According to this concept, therefore, it is the opinion 
of the people or of a group of people that is one of the main 
determinant forces of corporate responsibility. Through the 
measures of public opinion, which is §. science in itself, the 
public relations man is better able, and more honestly and 
scientifically able, to act as the conscience of the corpo-
ration. 
A rather blunt statement of how public opinion acts to 
form corporate policy eliminates the higher motivation from 
managementrs operating in the public interest. "As with 
individuals, so it is with groups, including businesses. 
Once unionists had to fight and die for cleaner air, safer 
machinery, an occasional.holiday or day off, and other eon-
cessions to make their working life more pleasant. Unions 
are still fighting for such things or their equivalents, but 
some employers, under the persuasion of smart personnel men, 
are anticipating their .demands. Not in any attitude of 
charity or humanitarianism but from enlightened self-interest, 
in recognition of the value to the paternalistic boss of 
better morale." 37 
37 MacDougall, Curtis D., Understanding Public Opinion 
(New York: MacMillan Company, 195'2) , P. 559 • 
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.Another !'eason :for the action o:f management in the 
public inte!'est--one which gives the management mo!'e credit--
is exp!'essed by Bowen. nwe also know that a lal'ge pal't o:f 
our conduct is determined by custom and en:forced by the 
sanctions o:f public opinion; and that anothel' part o:f our 
conduct is le:ft to the judgment and disc!'etion o:f individuals, 
the only contl'ol being the conscience o:f the individual and 
the implicit asse.mption that :freq_uent or prolonged abuse will 
lead to some :form·of social control. Morality is unq_uestion-
able vital in those branches o:f conduct which-are not 
controlled by law.u 38 
The reason fo!' corporate responsibility in the decisions 
o:f management may be caused by any one o:f these motivations, 
or by another not discussed, ol' by a combination o:f several. 
But whether it is the undel'lying :force :for survival, the 
enlightened sel:f-interest, or the morality, it is certain 
that public opinion is essential to the corpol'ation's 
ope!'ating in the public interest. The important thing to 
remember is that one of the most important parts o:f public 
relation's :function in the corporation is the measurement of 
public opinion. But this is not the whole :function. 
38 Howard R. Bowen, Social Responsibilities o:f the · 
Businessman (New Yo!'k: Ha!'per & Brothel's Puqlishers, 1953), p.lJ. 
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"We know of the great power of public opinion, but we also 
observe that to be effective, in constructive ways, public 
opinion must be mobilized, guided and moved toward specific 
goals." 39 
VI. CORPORATE RESPONSIBILITY 
When the corporation incorporates into its creed a 
concern for pciblic interest, it accepts a responsibility to 
the economy and the nation. This means that the business 
should guide its activities, to .the best of its ability, in 
keeping with the public interest. Not to do so would be 
disastrous. Thus, modern corporation management, in accordance 
with their social philosophy, are building policy which is 
vitally concerned with the public interest. It would seem 
that this thinking on the part of management is more than a 
reaction to pressure. trit reflects--to a degree some might 
not realize-~a spontaneous desire among responsible business 
leaders to see that their enterprise contributes soundly to 
the public good, and helps strengthen the nation's economic 
and social life." 40 
39 John w. Hill, ttpublic Relations Looks to the Futur?, n 
An Address Delivered at the Conference On ~nlightened Publlc 
opinion, Boston universitY," April 11, 1958, p. 13. 
40 John w. Hill, Corporate Public Relations (New York: 
Harper & Brothers, 1958), p. 145. 
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The acceptance or 6orporate responsibility abolishes 
the freedom or the owner to use his property as he chooses. 
Now, the manager of the corporation is the trustee ror the 
. 41 
owner, and trustee ror the society as a whole. As a 
trustee, the manager has an extensive range of choices he 
must make. Bowen lists some or these choices to indicate 
the varied important ways the manage~ affects economic lire. 
When a businessman decides whether to produce a new 
p~oduct o~ service, he is helping to decide the range 
or products available to customers. When he decides 
whether to pu~chase new plant and equipment, he is 
helping to determine the ~ate of economic prog~ess and 
is influencing the level of employment. When he 
decides to close down a plant, he may be afrecting the 
economic ruture of a community. When he adve~tises, he 
may be influencing mo~al and cultural standards. When 
he adopts automation, he may be arrecting the satis-
ractions derived by workers r~om their jobs. When he 
introduces new personnel policy, he may be contributing 
toward cooperation and understanding between management 
and labor or he may be reinrorcing tensions and rrictions. 
When he transacts business in ro~eign lands, he may be 
contributing toward international understanding or· 
stirring up international tensions. .A.t every step, his 
decisions arrect the lives of other people. To the 
extent that he exercises genuine choices, which is by 
no means always the case,· he is inescapably and deeply 
involved in moral issues. 42 
To ask how far the corporation need go in assuming its 
responsibility is to ask how far private enterprise should 
evolve toward private socialism. It is dirficult to say what 
41 tt.Transformation or American Oapi talism, tt Fortune, 
4J:7B~BJ, p. l5B. 
· 42· Howard R. Bowen, 11 The Price of Power in Economic Lire, n 
The :Public Relations J"ournal, XII (November, 1957), 12. 
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the limits of responsible action can safely be. Certainly 
some of the questions which corporate managers consider 
today would never have been thought within their responsibil-
ity just a few years ago. Such questions include, nshould 
natural resources be exhausted entirely in the cause of 
present dividends, or does posterity have any right to con-
sideration in regard to their depletion? Should the 
worker's housing facilities or hours of leisure, his health, 
recreational, educational and religious opportunities and 
his claim for a home lot and garden plot be on the 'blueprint' 
when locating plants or scheduling production?; Should 
corporations spend time, effort and money in improvement of 
factory, shop, store and.office environment?n 43 
Nevertheless, these are questions which are part of 
policy-making in the boardrooms of many corporations. But 
i:f management is serious about accepting even greater 
responsibilities, the following list is considered by a 
psychologist who studied these problems as more important 
areas of concern. .Although the corporation cannot have control 
over all the areas suggested, it does have an important role 
in many o:f them. 
43 Raymond R. Miller, nThe Corporation: .A Brotherhood 
of Service," The-Public Relations Journal, III 
(February, 1947T, p. 13. · . 
e 
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1. 
2. 
3. 
4· 
5. 
6. 
7. 
s. 
9. 
10. 
11. 
12. 
13. 
14. 
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Living standards in keeping with productivity 
and technology. 
Facilities for health and education to increase 
life span and .life energy of the people. 
A real home for everybody. 
Economic stability to create feeling that runaway 
economic results wontt ruin people. 
Atmosphere of social mobility, e~ual opportunity, 
individual attention. 
Diversity of incentives. 
Conception of personal property as a tool of 
personal satisfaction, not just self-purpose. 
Recognition of competition through actual performance 
as a valid method of self-assertion, in contrast to 
the kind. of rivalry that aims at monopolisti~ 
exclusion of others. 
Occupational choice as a way of life and function 
of society. 
Opportunity for enjoyment of work 
Old age which combines voluntary activity with 
social unity. 
Encouragement of cooperation at various levels o:f 
community. 
Technology to serve human well-being not for 
destruction. . 
Mobilization of warlike national energies and social 
coherence for peacetime goals; elimination o:f 
images of external threat as the only cement of 
national unity. · 
15. Feeling of co-responsibility for the well-being o:f 
other nations along with respect for the culture 
and history of each of them. 44 
An extreme example of social concern by a group of corpo-
rations is found in the tobac'co industry •. The Tobacco Industry 
Research Council established the nscientific Advisory Boardtt 
which was authorized to give grants to universities and 
individuals for the .purpose of studying the e:ffect of 
44 Albert"""Lauterbach, Man, Motives, and Money, (Ithica, 
New York; Cornell University Press, 1954), P• 239 
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cigarette smoking on health. Their aim is to clear up the 
problem with concrete information.45 ~. Claude Alexander 
of Standard Oil writes about the procedure for giving money 
to various projects. Of such contributions he writes, "By 
choice rather than compulsion, they (corporations) are 
acknowledging that the society from which they draw their 
livelihood is owed something in return in addition to good 
products, good wages, good dividends. In its giving, busi-
ness has a golden opportunity to demonstrate that it can be 
responsive to the needs of society beyond material require-
ments. And, in so doing, it is helping itself most of all~" 46 
The matter of the corporate responsibility as it is 
expressed in public relations is a continuing day-to-day 
part of life. It is urged that the corporation support every 
kind of community enterprise that contributes to human 
progress. Many important companies in the United States 
contribute large sums of money and devote much energy to 
public relations. Each corporation must do its part in social 
responsibility as John Hill ]?uts it so well. 
45 John w. Hill, o6rJ?orate Public Relations (New York: 
Harp!Or & Brothers, 1958) , . PI'. I36· .. J7. 
46 Claude Alexander, nGround Rules for Giving,n 
The Public Relations Jou.rnal,II (August, 1956), 21. 
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Any management which expects to th~ive on the basis 
of cultural progress developed by othe~s, without 
also making a real contribution of its own, is living 
the life of a leech, however unconsciously--and will 
ultimately be so regarded and in the long run be met 
with discipline. One form of such discipline is the 
taxation that forces management to pay fo~ community-
wanted p~ogress without managementrs getting even a 
return in good will for the contribution it makes 
under duress. 
The corporation the~efo~e has a proper economic conce~n 
in knowing that its plant communities have att~active 
libra~ies, modern hospitals, good rec~eation facilities 
for both youths and adults, and an educational system 
that provides a sound foundation of interest and 
knowledge in both the sciences and liberal a~ts. 47 
MX. Hill also mentions the need fo~ the members of the 
co~poration to take an active part in the political activities 
of the community. When these actions a~e car~ied out by 
management, the result will be recognition fo~ their leader-
ship by the opinion leaders of the community. 
As a summary of the basic p~inciples of corporate 
management are listed eight basic axioms which corporate man-
agement has come to use as ope~ating concepts. 
1. The co~po~ation exists to serve the common good and 
must constantly justify its performance on that basis 
before the bar of public opinion. 
2. Integrity of quality and fairness of price, with 
respect to products and service, are not only morally 
right, but are also essential to public acceptance 
and business growth. 
47 Hill, £12.• cit., P• 85 
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3. Individual human dignity is a value of fundamental 
importance and provision of good wages and good working 
conditions for employees is a basic management obligation. 
4. Employees have every right to seek economic improve-
ment and changes in working conditions, through collective 
gargaining if they wish. 
5. Corporate enterprise must assume its fair share of 
responsibility in the society that permits its growth--
giving of its time and money in the support of community 
progress, education, arid ather public causes. 
6. The opportunity to earn ade~uate profits is vital to 
economic progress; and basic among tests of real worth 
of any business to the people it serves in its capacity 
to maintain a sound financial structure to compensate 
investors fairly for the use of their capital, to provide 
funds for research that creates new products, and to 
finance the growth in production that a prosperous society 
reg_uires. 
7. The competitive enterprise system is the indispensable 
foundation beneath American Freedom, American Democracy, 
the prosperity of' .Americats millions. 
8.. The corporation has the duty of maintaining direct 
and constant communication with its various publics, in 
order to examine and interpret its policies, actions, 
beliefs, and economic and social philosophy. 4~ 
48 Hill, 66.cit., pp. 146-47. 
CHAPTER III 
CORPORATE RESPONSIBILITY 
WITH REFERENCE TO THE PROBLEMS OF THE CORPORATION 
EXPRESSED BY ECONOMIC THEORISTS 
Thus far, this paper has presented the solution to 
the problem of the corporation--stated in the introduction--
in terms of public relations theory. In this part attention 
will be given to writers who deal with economic theories. 
I THE CORPORATION 
Here are two definitions of the corporation. Both are 
given by economic theorists. One is an apologist of current 
corporate behavior; the other, a critic of almost everything 
the modern cor~oration does. 
The apologist: A large corporation is a rationally 
planned enterprise which organizes the intelligence, 
the labor, and the investments of a large number of 
men--the totality of whose desires it attempts to 
meet--and which aims at its own continued existence. 
To attain this goal it is ready to postpone profits 
and to strive toward increasingly higher production 
at increasingly lower prices. It measures its 
efficiency by a profit test; it accepts such social 
controls as the economic vote, public opinion, and 
constructive competition. 1 
The critic: The modern corporation is the most 
effective structural element in co~operat1ve 1ndividua1 
organization. Unfortunately again, it is being 
glorified and extended beyond all reason and permitted 
· 1 Herrymon Maurer, Great Enterprise Grbwth.and Behavior · 
of the Big Corporation (New·York: The MacMillian Company, 1955), 
p:- 274.-
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to swell to inordinate size, overflowing the banks 
of prudents limi~ation in our political and social 
lives. It has become an instrument of. threatening 
private power, and we are learning all over again 
that there are rational limits to any good thing. 
Through government, the American people have been 
able partly to force upon big industry a recognition 
that there can be no safe, unrestricted private 
property or power in anything which.may affect or 
concern the public interest. 2 
Because neither of these definitions are objective, 
perhaps it would .be advisable to determine the character-
istics of' the corporation :rather than attempt to define it. 
Here is a character sketch of some aspects of the modern 
corporation. 
1. Large: in absolute size with total assets; and in 
:relationto the market it serves. 
2. Structure: complex operating a multitude of 
establishments widely spread geographically. 
3. Sell a variety of' products. 
4. Operates in a number of industries crossing 
boundaries of industrial divisions and engaging 
in primary production, manufacturing, and trade. 
5. Founded on mass production~ 
6. Relies on complex technological development. 
7. Corporation is growing. 
8. ownership is disappearing. 
9. Labor force is composed of life-time employees.J 
According to one economist there is a distinction in the 
activities of the corporation. This division is the familiar 
economic or profit responsibility and social or corporate 
2 T. K. Quinn, Giant Corporations Challenge to Freedom 
(New York: Exposition Press, 1956), p. 21. 
3. carl Kaysen, trThe Social Significance of the Modern 
Corporation, n American ~conomi c Review,:n;vii (May, 19 57) • 
• 
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responsibility. This distinction causes problems for 
the economy. 11 Two ?O.!'ts of problems have been spawned 
by the p.!'esent day co.!'pora te st.!'uctU.!'e of business and 
for our purposes it is necessa.!'y to draw a line between 
them. on the one hand we have p.!'oblems of the corporation 
which a.!'e problems because they are related to the function~ 
ing of the economic system. on the other hand we have 
problems of the corporation which are problems because our 
sense of what is moral and just in business relations is 
in vo 1 ve d • " 4 
Moreover, some economist.s note with keen interest the 
growth of the corporation. They also speak of the change 
which the g.!'owth has p.!'ompted in the corporation. "The 
growth of large co.!'porations has brought important chang~s 
in relationships between people. They have become, in a 
Teal sense, collective enterp.!'ises in which society as a 
whole has an impo.!'ta,nt inte.!'est. The consequence is that 
management finds itself in a position somewhat of a t.!'ustee, 
required to weigh the effects of its decisions on many 
g.!'oups--employees, stockholde.!'s, the community, and the 
public at large." 5 
4 H.S.Dennison and J.K~ Galbraith, Modern Competition 
and Business Policy, (New York: Oxford Un~versity P.!'ess, 1938), 
pp. 65-66. 
5 Johns. Coleman, "A Workable Society," The Public 
Relations Journal, XII (Novembe.!', 1957), 15. 
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The fact t'hat the corporation grew also contributed 
a new kind of responsibility to its managers. Some critics 
see the growth as a revolutionary.change on the structure 
of the corporate system. ttit is simply inaccurate to 
present the American corporate system of 1954 as a system 
in which competition of great units (which does exist) 
produces the same results as those which used to flow from 
competition among thousands of small producers (which in 
great areas of American economics in the main does not 
exist). It is plainly contrary to fact to represent that 
the great collective enterprise known as the corporation 
.:follows a course similar to the limited private enterprise 
o:f Ricardo's individual entrepl'eneur. It is merely mis-
leading to present the vast opel'ations of corporate concen-
trations as 'private t --except in the sense tha.t they are 
not statist, and even that is subject to some qualifica-
t . 6 lon. tt 
This thinking presents the corporation as a drastically 
changed institution. Some economists say the col'poration is 
not necessarily a public institution, but rather a new 
structure altogether. The new structure presents new 
6 Adolf A. Berle, Jr., The Twentieth Century Capitalistic 
Revolution (New York: Harcourt Brace and GJ:ompany, 1954), 
pp. ll-:12 .. 
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problems--problems which the old answers, even if they were 
expanded to m.ee t the situation--cannot apply. This is the 
flaw according to Berle. 
Herein lies, perhaps, the greatest current weakness 
of the corporate system, In practice, institutional 
corporations are guided by tiny self-perpetuating 
oligarchies. These in turn are drawn from and judged by 
the group opinion of a small fragment of America--its 
business and financial community_ Change of management 
by contesting for stockhold~rs 1 votes is extremely rare, 
and increasingly.difficult and expensive to the point 
of impossibility. The legal presumption in favor of 
management, and natural unwillingness of courts to 
control or reverse management action, save in cases of 
more elementary types of dishonesty or fraud, leaves 
management with substantially absolute power. Thus the 
only real control which guides or limits their economic 
and social action is the real, though undefined and 
tacit, philosophy of men who compose them. ·t 
II PROBLEMS OF THE CORPORATION 
Some of the problems concerned with corporate responsi .... 
bility have already been noted, although there are many other 
problems which corporate management must consider; those 
which are not concerned with responsibility are beyond the 
scope of this paper. The problems presented here are basic 
considerations to any business which operates in the capital-
istic economy. They have special application for the t 
corporation. Such problems include bigness, power, competition, 
price and profit. Each one will be examined separately. 
'S Berle, op. cit., p. 180. 
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BIGNESS 
Perhaps the problem or size is the crux of all the 
othe:r problems •. Therefore, it is :presented first. 
If business had remained small is such an unreal supposi-
tion that it will not be made. There is no ~uestion that 
today's corporate business is large, but why is this factor 
of size a :problem? Some writers believe that bigness does 
not :present a problem·. They indicate the high :production 
rate which contributes to the high standard of living in this 
country is a benefit of big business. These men do not feel 
that it is necessary to criticize or take action in regard 
to size because they see it as a positive value to the economy. 
This, however, is not the belief held by all economic theorists. 
In fact, the :people who do not give un~ualified approval to 
bigness seem to express themselves more than those who do. 
Moreover their criticism is often ~ualified and supported 
by careful thought. 
A recent book,. The Attack on Big Business by J. D. Glover, 
catego:rizes many of the criticisms of all types which are 
made against big business. Glover especially emphasizes 
what appears to '\;)e economic, :political, and moral criticisms. 
He finds these criticisms in all types of material--reports, 
congressional documents, novels, and :plays--and gives his 
appraisal of the value the various schools of criticism. The 
following outline of his book :presents the range of some of 
the general accusations. 
• Part I 
:Part II 
Part III 
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The Economic Attack on Big Business 
A. "Big Business Is Inefficient 11 
B. "Big Business Is Monopolistic" 
The Political and Social Attack Against 
Big Business 
A. Big Business Runs the Country 
B. Big Business Is Incompatible with the 
Economic Basis of Democracy 
c. Big Business is Incompatible with the 
Social Basis of Democracy 
The Ethical and Moral Criticisms of the 
Civilization of Big Business 
A. Excessive Materialism 
B. Irresponsible Individualism 
0. The Baneful, Inhuman Civilization of 
Big Business 
Although Glover explains what each of these criticisms 
means to the situation of the corporation, his most important 
contribution is the conclusion he personally makes about the 
c o:rporation. He points out that la:rge corporations a:re not 
unqualifiedly commendable. They do not and cannot solve many 
of the problems of modern society, and have instigated many 
· new ones. To thei:r credit, however, they nhave created 
la:rge numbers of opportunities fo:r individual self-realiza-
tion in jobs calling fo:r high deg:rees of social skills, 
technical competence, and responsible participation." 8 
In his conclusions.Glover is concerned with the corrective 
measures which management can take in light of the c:riticisms. 
8 J.D. Glover, The Attack On B~ Business (Boston: 
Division of Research, Graduate 0choo of Business Adminis-
tration, Harvard University, 1954), P• 326. 
- 49 -
He is hope:eul that positive action can overcome the alleged 
strictures. or the possibility or progress he realisticaliy 
states, ttBeing human institutions large corporations are 
not likely to ~chieve perrection. Like other human institu-
tions, they ~ sometimes chargeable on grounds or social 
inerriciency, irresponsibility, and immoral acts. These 
lapses are not the norm. It is simply that, in common with 
the rest of mankind, they too, have a long way to go. n9 
He concludes that the corporation is worth the time 
and money which is necessary for that improvement. This 
conclusion is based on his finding that the racts, after the 
unsound accusations are exposed, show that there is evidence 
that big business has made positive contributions to American 
life. Although credit. cannot be given just to big business, 
there is no doubt that it has played an important part in 
the development of the American standard or living. Thus 
Glover summarizes, "Big busine ss-~even though far from per-
faction--has rendered great service to the United States. 
And I am confident that in the future large corporations can, 
ana will, make signiricant contributions to the continuing 
process which Americans want--on the economic plane, on the 
political and social plane, and on the moral plane." 
9 q-iover, ~· cit., p .. 326 
10 Glo~er, cfP?. cit., p. 327 
10 
.:.. 50 -
On the other ·hand, T. K. Q,uinn advocates small business 
in a big way. He wages a battle against every vulnerable 
part of the large corporation. Q,uinn states his dislike :for 
large size as :follows. 
our society puts premiums on size, to this disadvantage 
of smaller companies. Lilliputians have no lasting 
place in a society of giants. What we have to realize 
is that we have a system not of :free but of largely 
managed economy. It is being managed by private 
interests to a large extent--interests that do not 
concern themselves necessarily with what is gooQ. :for 
the country by any means. As the merger movement pro-
ceeds and the giants become bigger, they assume 
political as well as economic roles. We are being led 
gradually by default into a new kind of American 
feudalism more like Fascism than Socialism. 11 
Another critic shows concern for the small business by 
questioning what size does to the cultural climate. "The 
question raised by the conditions is not whether bigness in 
itself is goodor bad, but rather whether .the smaller can 
also flourish--not merely occasionally existing along side 
it. 
new, 
For in the :field of ideas and art, the original, the 
12 the different have.always played an invaluable role." 
Another answer to the value of smallness :from the 
standpoint of the public interest is offered by Berle. 
11 Quinn, op. cit., p. 90 
12 Harold K. Ginzburg, "Business and the Cultural 
Olimate,n Saturday Review, 37: 9-10 (July 31, 1954), p. 40. 
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He states that nthe principle advantage of' small business 
lay in the f'act that pUblic opinion, social pressure and the 
like, could be brought to bear on the small owner to the 
general advantage of' the community. It cannot be brought to 
bear on the absentee owner, the chain store proprietor, the 
mill owner, who is a dominate f'igure in the community, et 
cetera." 13 
Nevertheless, there are justif'iable def'enses f'or large 
size. But bef'ore an attempt can be made to build a case f'or 
big corporations, it is necessary to determine more precisely 
the value of' the large corporate enterprise. Such accusations 
as size's being bad in itself' can be answered rather easily. 
Most economists seem to say that mere size is not evidence 
that there is a detrimental result to the economy. In f'act ~ 
the evidence seems to show that there are many benef'icial 
contributions which are made possible only because of' big 
business. Maurer suggests that the argument against large 
size n. • • with all its connotations of' monopoly that the 
word suggests, is the f'ulcrum on which opponents of' the large 
corporation wish to balance their level of' political power in 
attempting to dislodge big companies f'rom their predominate 
14 ' place in the economy." 
13 Adolf A. Berle Jr., New Directions in the New World 
(New York: Harper & Brothers Publishers, 1940) ., p-:---59. 
14 Herrymon Maurer, Great ~nterprise Growth and Behavior 
of' the Big Corporation (New York: The MacMillian Company, 1955), 
p. 275. 
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Nevertheless this argument would not make the large 
corporation an acceptable institutions to most critics. 
Unless perhaps some of the critics were able to take away 
the aspect of private ownership ana make it a public insti-
tution. No doubt some of the critics could see the benefits 
and efficiency of the corporation once they achieved their 
political goals. 
If it .necessary to know what can be expected from big 
business, how is it possible to measure the business institu-
tions, how can business operation observe in the public 
. . 
interest, and what public safeguards are necessary for con-
tinued progress? These following g_uestions, which deal with 
the entire scope of bigness, probe for answers to many 
ing_uiries of valu~~ 
1. Does bigness increase .and stimulate competition 
between ideas, products or services, and thereby provide 
additional areas .of free choice for consumers and 
producers? 
2. Does it increase the funds and the human energy, 
per unit of product or sales, oil basic or applied 
research and development, toward improvement of products, 
new and more diverse products, better management 
technig_ues, greater conservation of materials, greater 
use of machinery~ greater safety or health of workers-""' 
and kindred objectives? 
3. Does bigness strengthen constructive labor-management 
relations and collective bargaining, further mutual 
responsibility, and sharing of benefits of increased 
productivity, increase individual satisfactions for 
·workers and mana.gers? 
4. Does it produce greater stability of employment, 
industry by industry, and business by business, on a 
year~round basis? 
- 53 ,.,.. 
5. Does it increase ·industrial output per dollar 
of capital invested.and man hour of labor expended? 
6. Does big business increase and fortify competition 
by adding to.the number of large units capable o:f 
effective competition with other existing large units 
of industry? · 
7. Does it strengthen competition by making available 
to producers· new or al terna ti ve sources of raw or semi ... 
finished raw materialS? 
B. ·Does bigness promote and :further a maximum o:f 
managerial decentralization, delegation of authority 
and geographical decentralization? 
9. Does it promote industrial diversification? 
10. Does bigness promote conservation of natural 
resources? 
11. Does Big Business result in the creation o:f hitherto 
nonexistent opportunities of new independent businesses? 
12. Has Bigness effectively concerned itself with the 
individual, his freedom, his well-being, his opportunity 
to grow and develop? 15 · 
All of these-questions seem to center on the single 
question; are we "better o:fftr in the American economy because 
of bigness? Lillienthal answers what is meant by 11 better off" 
as follows.. ni .(io-not mean solely in a material sense, better 
able to develop the values in life that seem to us important, 
better off as a nation co~:fronted with great dangers to our 
security and our very lives, better able to develop the kind 
of country we deeply desire this land of ours to be.tt16 
15 David E. Lilienthal, ~ig Business: A New Era 
(New York: Harper & Brothers ublisliers, 1951):--Pp-:--T2-13 
16 Ibid., p. 169. 
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It would seem tha:t· the answers to many of these questions 
would be affirmative. Big Business does contribute to a 
better society. Thus Gloverts final conclusion was, "Facts-,... 
it seems· to me-.,.teem about us on every side to attest the 
great contributions t.hat big business has made to American 
life. Big business deserves much of the credit~-not all, by 
any means--for our unequalled technological advance and 
standard of living.u 17 
Lilienthal compliments Big Business when he summarizes 
its value. 
First: Our productive and distributive superiority, 
our economic fruitfulness, rests upon bigness. Size 
is our greatest single functional asset. 
Second: Against the dangers of Bigness--concentration 
of economic power and owercentralization--we either hawe 
a de qua te public safeguards, or we know how to fashion 
new ones as required. 
' Third: We need to sense what an asset we have in bigness. 
We need .to ·examine it critically, but affirmatively, 
without old and outworn prejudices. 
Fourth: The time has come when it is in the interest of 
the whole country that we promote and encourage and 
nourish those principles and practices of Bigness that 
can bring us, in increasing meaaure, vast social and 
individual benefits .. We can deliberately and con-
sciously fashion public safeguards and private incentives 
whereby Bigness can bring us closer to the reality of 
the American dream: individual freedom, soci~l justice, 
material well-being, world moral leadership. 
17 Glover,_ op .. qi t., p .. 325. 
18 Lilienthal, ££· cit., p. 33. 
-e 
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If the large corporation is an asset to the economy 
and the society, what can it do to defend itself against 
attacks against i~ size? Suggestions for action come from 
various quarters. 
First: 
.: 1. They ean deliberately stop growing. That is diffi-
cult as long as the buying :public which made the 
corporation big in the first place keeps buying more 
of its :products,. 
2. They can·break u:p and diversify their empires, 
turning some·of their divisions into separate independent 
companies. That is hardly to be expected, in most 
instances, though some companies have sought decentral-
ization to some degree. 
3. Or, they can endeavor to get closer to the people, 
to better understand the :people, and to· seek understanding 
and support from the :peo:ple.l9 
Glover makes extensive suggestions for action which 
corporate management can take to improve their organizationst 
·:public image, and to benefit the economy and society. There 
are four major :parts in this nprescri:ption of Positive 
Action." 
Part I "First, the administrators of big business can clarify 
their own thinking as to the basic nature of the corporation .. n 
Break up the stereotype concept which the critics use to 
attack the corporation. 
19 John W. Bill, Corporate Public Relations (New York: 
Harper & Brothers Publishers, 1958)) p.~. 
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A. Big Business managers should change their own ttalk' 
about the operation of the corporation. For example, 
the failure of the corporation to mention anything 
other than the profit position of the company is a 
limiting view, and it gives the critics a base for 
criticism.. Such ideas as the :fact that the company is 
'trying tope a good company' is 'taken for granted.' 
The communications of the company in such things as . 
the annua~ report is limited to talk bf the ~inancial 
operation; not what has happened to the human workers 
involved in the operations. 
B. The corporation has no systematic rationalization 
for these 'taken for granted' con~epts. They :fail to 
show that they may act :for reasons other than making 
profit. 
c. Administrations should seek to recast the legalistic 
thinking which does not permit the corporation to act . 
on other than selfish business bases. Court cases have 
given.the decisions that the activity of the corporation 
should be guided by sel:fish, or businesslike considera-
tions; it should not be allowed the thought of clarity 
in making business decisions. 
D. Finally, new, deeper, broader thinking, more 
responsibility should be engaged in by the managers. 
part II nsecond, they can explicitly broaden their concepts 
of corporate objectives and policies so that.the recognized 
corporate goals will more clearly include accomplishments on 
more than just the economic plane. u: 20 
A. The corporation is not single-valued, looking toward 
profits alone. 
B. The corporation is not an irresponsible citizen. 
It is a responsible citizen. 
20 The author emphasizes that the action of the corpo-
ration should be guided both by the profit motive and other 
considerations such as social ~esponsibility at the same time. 
one does not precede the other. Each is necessary to the . 
other. 
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Pal't III "Third, by administrative skill and competence, 
they can see to it that these bl'oadened policies are, in 
f'act, converted into concl'ete realities." 
A. .Administl'ators ·.can ask themselves a number of' 
QUestions about theil' companies. What al'e their 
objectives, what is the· social responsibility, etc.? 
The f'rank answers to these questions will suggest . 
f'urthel' action. · 
B. Actions of' companies will depend in large pal't on 
the action of' the top administrators themselves. 
Management is highly Tesponsible f'or what both the 
company and the rest of' the people in the company will do. 
Pal't IV "Finally,· they can contl'ibute to a mol'e l'ealistic 
undel'standing of' the la:rge corpo:ration by sponsol'ing research 
directed toward extending our social skills and administrative 
capacities, and by making oppo:rtunities f'or self'~education 
available to educators and ethel's, that they may at f'irst 
hand learn something of' the l'ealities of' how lal'ge corporations 
wo:rk." 
A. The administ:rato:rs of' big business can do much to help 
meet one of' the gl'eat needs of' OUl' times: A bette!' under-
standing of the real nature of large col'porations and of 
how things reaily get done and are done in these organ-
izations. 
By this, it is not suggested that the administrators 
of big business should start in motion a great 'public 
relationst campaign to convince people that "What helps 
business helps you, t or that 'The large corporation is 
indispensable to the well-being of Ame:rica.' On the 
contral'y, few things could be designed which would less, 
effectively attain the desired result. The intellectual 
critics of big business--including Supreme Court Justices, 
congressmen, professo:rs, and ministers of religion--
.. 
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cannot be moved fTom their position by slogans coined 
by 'hucksters.t Nqr can the public at large be led 
by self-serving woTds, to exchange those elements of 
basic mistrust which are in theiT feelings for elements 
of faith. For the long-haul actions will have a gTeater 
educational impact than words. 
B. TWo specific things which administTators can do to 
educate about. big business: 
1. Large coTporations can contribute by financing 
of painstaking studies by social scientists into 
the nature and functioning of the corporation. 
2. LaTge corporations can contribute to the educa-
tion of·all of us in the realities of big business. 
The way to do it is to make the oppoTtuni ty avail-
able to many educators to come into the coTporation 
'to see. for themselves' what is going on in the 
opeTation. The point is not to prove that business; 
is without a,flaw, but nather to provide the clinic 
of business setting to the academic man so that they 
can put constructive talent to work in solving some 
of the problems which are accusation for the 
critics .. 21 
Before the completion of the discussion of Big Business 
brief mention should be made of the paTt of antitrust. There 
are antagonists from many g_uarters who would sooff at the 
idea of the corporation's management reall~ taking the above 
suggestions seTiously. And even if management were to operate 
according to the best responsible criteria, they should not 
be allowed that power. The only successful restraint, which 
these critics recognize, must be applied from outside. This 
usually takes the form of anti-trust legislation for control 
of the size of the coTporation. Because this study is not 
primarily concerned with this form of control, only brief 
attention is given this subject. 
21 Glover, ~· cit., pp. 327 ff. 
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·one of the economists who suppo.rts the anti-t.rust 
app.roacli is Geo.rge Stigler of Columbia University. He 
believes that Big Business should be split·and divided 
so thatmore efficient competition can prevail. This, he 
believes, is the beginning of necessary action which is 
needed to preserve free private enterprise and reverse the 
tide of government regulation. 22 This idea would seem to 
indicate .. "that the regulation of anti-trust, if it were fully 
employed, would act as a damper to other more encompassing 
types of government regulation. 
Contained in the ideas of those who favo.r corporate 
responsibility in place of anti-trust a.re questions coreerning 
the value of anti-t.rust and of the worth of its application 
to the size problem. They ask if it is fair to penalize a 
corporation merely because it is large. They question the 
supreme court's ruling that size implies monopoly. But 
the main issue with which the opponents of anti-trust a.re 
concerned is expressed by Lilienthal. 
In considering whether our antitrust laws as applied 
to Bigness per se make sense today, one must not only 
consider whether· these policies are compatable with 
best ove.rall interests. We must also ask: Are there 
better waKs than antitrust laws and proceedings to 
assure an maintain the kind of economic system we want? 
22 George J. Stigler, nThe Case Against Big Business, 11 
Fortune, (May, 1952), 
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Accepting t.he asserted-objectives of antitrust suits 
against Bigness per se, how effective can such suits 
be? One must adm1t:not very; this is for tB:e quite 
simple reason that in the nature of things trust 
busters-can only act nagatively. They can have certain 
acts declared illegal or forbidden. They can_restrain 
a company from entering some line of business by 
divesting itself of its properties. But there is no 
effective way the decree in an antitrust proceeding 
against Bigness can assuredly affirmatively promote 
competition (whether the decree lS entered by lltlgation, 
or tconsented' to by an agreement)o To create competition 
in the world of fact requires the skills and comprehension 
of management, the resourcefulness of the men in the 
laboratories, the ingenuity of salesmen, the confidence 
of investors. No court order can create these; they are 
the consequence of affirmative act of will by individuals. 23 
Another argument about the attempt to change big business 
back to small business is stated by Berle. nwhere large-scale 
pre>duction is, or appears to be, necessary :for the efficient 
operation of a basic industry on which the public is dependent, 
the political state is obliged to recognize that situation. 
It cannot, in face of the facts, turn the clock backward to 
the days of smaller units of production~24 
Becal!lse most of the arguments cited here encouraged Big 
Business because of its value to the economy, it is fitting 
that this section is closed with an.optimistic -note. "From 
my own experience I conclude that Big Business and the 
principles and techniques of Bigness are indispensable to 
our security. Accordingly, I believe that our national laws, 
23 Lilienthal, op .. cit., p. 179. 
24 Thurman Arnold and others, The Future of Democratic 
Capitalism {Philadelphia: University of Pennsylvania Press, 
1950) pp. 49-50. 
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our national climate of opinion, and the attitudes of our 
public servants should be consistent with that conclusion.n 25 
This conclusion is even more optimistic for the case of Big 
Business because it is made by a writer who was previously 
a so-called liberal in economic thought. 
POWER 
A problem .of the corporation which is related closely 
to the problem of size is power. It is natural that as a 
company grows in size it will obtain more power. It can be 
power over the particular market of its industry. It can be 
power interms of its assets over the entire economy. Or 
its growth may give it power over a large number . of workers, 
dealers, and conswners. In any case the power which the 
large corporation possesses presents a serious problem. 
Possession of power presents a potential threat to freedom, 
even though it is not exerted. 
However, there are many cases where evidence shows that 
the corporation has used its power ruthlessly to its selfish 
advantage. The history of the trusts in the late nineteenth 
century records how the force of corporate can be used. The 
corporations also abused their power in dealing with,employees. 
25 Lilienthal, ££· cit., 
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Certainly the labor union was the defensive action of 
employees who were at the mercy of power-using management. 
Thus the critical attack on the corporation is founded on 
the threat of what the corporation can do as evidenced by 
its past performance. 
An economist who was concerned with the power of the 
large corporation in this country was Mr. clair Wilcox. He 
suggested that the power has two outlets for expression. 
"Such concentrated power may exert itself (1} t.l].rough 
economic channels, by monopolizing supply and demand in the 
markets where goods and services are bought and sold, or 
(2} political channels, by forcing enactment of legislation 
and the adoption of public policies that serve its end ••• 
No matter how it may be exerted, concentrated power will 
influence the allocation of resources and the distribution 
f . . 26 o lncome. 1• 
An explanation of the way in which a modern corporation 
can express its power is offered by Q.uinn .. 
General Motors could at will ruin tens of thousands 
of other businesses and companies without noticeably 
affecting its own financial condition. It could put 
countless numbers of people out of work. When · 
General Motors announces an expansion program, or 
. 26- Clair Wilcox, nconcent1·a tion of Power in the American 
Economy,n Harward Business Review,XXVIII (November, 1950}, p .. 54. 
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that it is investing anothel' billion ol' more in its 
future, the friendly press and radio, to which it 
pays about fifty million dollal's a year and more 
through ~ts dealers, go into ecstacies, and the 
uninformed applaud without stopping to wonder why 
we ever permitted themm become so powerful as to 
be able substantially to bolster the nations economy 
or, conversely, to precipitate recession and despair 
by contrary arbitrary action. 
Foolish and uninformed worshippel's of size and 
suffocating organization for its own sake assume that 
giants grew rnaturallyt and wholly t.hrough merit a,nd 
social ef~iciency, and .hundreds of millions of dollars 
are spent in articles and advertising to keep this 
fiction alive~ Actually; they are most often the 
results of oapi tal power, mergers and combinations 
now swollen to formidable postings. They require a 
certain peculiar respect. You must not smile when 
you refer to their names or consider their depredations. 
They are gradually strangling what is· left of con-
structive competition and free competition. 27 
CHECKS ON CORPORATE POWER 
Because of the power of the corporation is a great 
threat, whether actual or potential, to the smooth operation 
of the economy, there is concern among many writers on how 
to hold that power in control. These concerns are expressed 
by both critics and apologists of the corpoTation. 
Some of the natural checks on power place a great 
limitation on the decision-making of management. 
It is true that their (managers 'Own')' power is by 
no means absolute. They can be checked by several 
groups. They can. be checked by the consumer who must 
27 T. K. Q,uinn, Giant Corpor-ations Challenge to Freedom 
(New York: Exposition Press, 1956), p. 30. 
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be satisfied that the product or service is worth 
the price and that it represents a good bargain or 
a better bargain than is offered by any competitor. 
The consumers thus definitely hold a veto power on 
many decisions that management might wish to make. 
Their actual power depends on their abilities and 
their willingness to do without the preferred goods 
and upon the alternative sources of supply provided 
by competitors. The workers are another group that 
must be satisfied. Wages and working conditions must 
be satisfactory, at least relative to the alternative 
opportunities for employment. The bankers who lend 
current funds to the enterprise must be satisfied with 
the security and the concern's promptness in settling 
obligations. The bondholders, if any, have claims 
which must be met. Finally, the stockholders must be 
reasonably satisfied. Thus, there is an elaborate 
system of checks and balances which pr~~ents the 
exercise of power in an arbitrary way. 
The difference between the power position of the corpo-
ration of the nineteenth century and the modern corporation 
rests partially in the attitude of management. 
Today's system differs fxom yesterday's largely in that 
it includes a wider range of conscious and subconscious 
decisions and a recognition of broader human desires. 
The conscious long-term planning by managers of their 
particular-enterprise gives stability to business life 
in general; the economic -vote of the consumer gives 
direction to the manager 1 s planning. 
The fact that a corporation can fail if it is not of 
value to the general public--a fact of which most 
managers are now conscious--represents a great gain over 
the automatic and impersonal economic forces of the 
nineteenth century. 29 
28 Clare E. Griffin, Enterprise In· A Free Society 
(Chicago: Richard D. Irwin, Inc., 1949T, p. 45. 
29 Herrymon Maurer, Great Enterprise Growth and Behavior 
of the B~ corporation (New York: The MacMillian Company, 
I"9" 55), p • 286 • 
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Another suggested set of checks is offered by Clair 
Wilcox, the economist who explained that power can adversely 
affect the economy. Because he builds his case of the power 
of the corporation in two areas--economic and political--he 
offers check in those same areas. The limits he gives for 
economic power are: (1) elasticity of demand. (2) continuous 
innovation, (3) increasing availability of substitutes, (4) 
possible emergence of new competitors. There are two political 
checks on power: (1) Administrative regulation, and (2) pro-
secution and regulation. JO 
A. A. Berle, too, is concerned with the power of the 
corporation. Although he adheres to the concept of the 
conscience of the corporation--a concept which is generally 
criticized because it lacks any enforcement~~he does suggest 
§Xternal checks on the corporation. He believes that the 
evidence to prove that these checks work effectively is 
meager, and the lines of control are not clearly defined, 
but the factual data suggest three major checks. 
"The first is, g_uite clearly, the force of public opinion, 
which may translate itself into political action in a great 
variety of ways--and which therefore is heeded before it has 
so translated itself~" 31 He cites.two illustrations of the 
30 _Wilcox, op. cit .. , pp. 59-60. 
·· 31 Adolf A. Berle dr., The Twentieth Century Cati talistic 
Revolution New York: Harcourt Brace and Company, 195 ), p. 55. 
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use of the public opinion check. During the war a petroleum 
company which was sending oil through a neutral country in 
order to deliver it to the Germans stopped its shipments 
because of the disapproval expressed by public opinion on 
this procedure. A second example occurred after the war 
when automobiles were scarce. This presented a demand situ-
ation where automobile manufacturers could have charged high 
prices for their cars. But the manufacturers did not 
increase their prices to the figure which the demand would 
permit. They chose, rather, to hold price,s constant to check 
the threat of inflation. 
H:e notes a serious drawback to the checki!J.g force of 
public opinion. It is slow to start, and hard to stop once 
it is started. 
ttA second check is implicit i.p. the system of oligopoly 
as contrasted with either monopoly or socialism; it is the 
real reason why oligopoly, however imperfect, is always 
preferable to monopoly. When there is more than one unit of 
business, one of them will inevit~bly strive for the leadership 
position. 'Each may and commonly does tactily limit its 
competition with its giant colleagues, but will rarely carry 
the limitation to extremes. n 32 This would seem to indicate 
that competition still has an autive--though different from 
32Ibid.;P· 58. 
atomistic role--plaqe in the modern economy. 
on the large corporation's freedom or power. 
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It is a check 
Berle's final suggestion is the political check or the 
state. Of this force he states, ''This perhaps underlies the 
most powerful single imperative imposed on corporate manage-
ment; it must tell the truth, and so conduct itself that it 
retains the confidence of its customers, its labor, its 
suppliers and the sector of the public with whom it deals. 
In the corporate situation this is the equivalent of the 
'just consent of the governed.' The corporation is now, 
essentially, a nonstati~t political institution, and its 
directors are in the same boat with public office holders. 
If the corporate managers base their continued tenure on 
power and not on reason, the end is disaster.n 35 Thus 
Berle admist that concentration exists, power exists, and 
the 'free market' is not the controlling influence that it 
once may have been. He describes .the new force, which is 
emerging to take the place of the former ·controls, 11 the 
quiet conscription of heavily concentrated enterprises into 
the status of quasi-public servants rather than private 
fortune-making concerns.!! 34 
33 Ibld., p. 60. 
34 .Arnold, op. cit., p. ·47. 
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Maurer asks how we can keep the corpo~ation f~om 
cha~ging highe~ prices than are merited, and how the corpo-
ration can resist respecting special interest groups at the 
expense of other groups or the general public. He suggests 
two checks: self control, and social control. Self control 
appea~s to be the same concept which public relations theo~y 
called co~porate ~esponsibility. This natu~ally implies 
that the corpo~ation will ref~ain on its own accord f~om 
exercising its power. The self-check is c~iticized 11 because 
the purpose of the .corpo~ate c~eation extends into the public 
domain and its activities are too dange~ous and fa~-reaching.n 35 
Moreove~ industry cannot regulate itself. It is not equipped. 
Regulation is needed against this power which breaks down the 
capitalistic system--power which is found in·oligopoly and 
monopoly. This regulation falls to the state.36 
But the social .controls diffe~ from legal cont~ols. 
!!These cont~ols a~e exercised by pe~sons who a~e part of the 
satellites surrounding each la~ge co~poration: competito~s, 
consumers, stockholders, and the public. Generally speaking, 
the relationships of the la~ge corporation to these groups 
have been good eve~ since it underwent its post dep~ession 
rehabilitatioh.n 37 The social control concept of Maurerts 
35 Quinn, £E· cit., pp. 51. 
36 H. s. Dennison and Galb~aith, Modern Competition and 
Business Polic;y (New Yo~k: Oxford Univers1ty Press~ 1'938). 
37 He~rymon Maurer, Great Engerprise G~owth and Behavior 
of the B~ Corporation (New York: The MacMillian Company, 1955), 
pp.203- 4· ' . 
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is explained in detail with respect to consumers and stock-
holders. 
1. The consumer check: 
More power:ful than competitors are consumers. The 
managers of big companies are, in e:ffect, engaged in 
a systematic, continuing love affair with the 
purchasers of their products. The intensity of their 
adore results from the fact that the customer not only 
pays out money to the corporation but also casts economic 
votes directly, or, in the case of producers goods, 
indirectly--by buying the products o:f other corporations. 
Oonsmnersr votes help determine what shall be produced 
and in what quantities. They are recorded in minute detail 
and analysized by corporation managers with great care. 
Since the manager does not function as a small integer 
in a market driven by impersonal supply and demand, he 
must have data to guide him in reaching decisions about 
production and price. ·He has to know with certainty 
what the customer is buying now in order to determine 
with some certainty the type and quality of goods and 
the levels of price the customer will accept in the 
future. The economic vote cast by the consumer when he 
buys anything is the only statistic that will give the 
manager complete enough information; accordingly the 
manager finds himself considerab'~ nettled when the 
customer cannot cast it freely. 
2,. The stockholder check: Maurer speaks of the nLatent 
Threatn o:f the stockholders as a possible social control which 
can act as a check on the corporation. But he cautions that 
this threat is not too ef:feetive except in special cases such 
as the proxy :fight. And this only occurs when there is some 
discontent with management. At other times the :feelings 
o:f the stockholders are outside the primary considerations of 
38 Ibid., p. 174 
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most managements. Most managers state their most important 
job is to run the corporation efficiency rather than to seek 
the support of the stockholders at every juncture. Manage-
ment's attitude iE often expressed in such statements as: 
''The rise and fall of stock prices as no effect on my thinking. n, 
or ''My obligation is to turn out the best service at the 
lowest possible price.u 39 
An entirely different check is the nsocial audit." The 
audit would consist of considerations for action or suggestions 
for action to management.. These suggestions would be made 
by a board composed of men from outside the corporation. It 
is assumed that they would make suggestions for policy in the 
public interest. The b oard members would have to meet 
certain qualifications to be chosen. Their opinions and 
suggestions would require the necessary insight and value to 
make them worthwhile to the corporation. The persons on the 
team would be noriented toward the social point of view; n 
conversant with business practices and problems; n and 
technically trained in fields such as law economics, sociology, 
psychology, personnel, government, engineering, philosophy, 
and theology." 40 
39 Ibid., PP· 264-65. 
40 Howard R· Bowen, Social Responsibilities of the · 
Businessman (New York: Harper & Brothers Publlshers, 1953), 
pp. 155-56. 
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M:r. Bowen desc:ri bes what the social auditors would do. 
The social auditors would make an independent and 
disinterested appraisal of a companyts policies :regard-
ing prices, wages, :research and development, advertising, 
public :relationsj human :relations, community relations, 
employment stabilization, etc. They would then submit 
a comprehensive report to the directors and to the 
management with evaluation and :recommendations. Such 
a report would be fo:r the information of responsible 
officials and not a public document.41 
This board would serve as the corpo:rationts conscience, 
similar to the function Miller described as the role of 
public relations. There are certain advantages of the social 
audit. Bowen lists them as follows: 
1. It would provide a recognized method fo:r bringing 
the social point of view to the attention of management. 
2. The appraisal of individual corporations would be 
made by individuals outside the company who have a 
disinterested and detached view of its activities than 
company employees. 
3. The creation of a specialized g:ro up of social 
auditors would give an impetus of the consideration and 
development of :recognized social standards of corporate 
practices. 
4. The fact that the report on the audit would be made 
to the company and not to the public would make possible 
complete frankness and at the same time make the scheme 
more acceptable to businessmen.42 
This discussion has been limited to the means of checking 
the power of the corporation where the impetus comes from the 
41 Ibid. 
42 Ibid. 
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corporation itself as a response to outside pressure or to· 
self-control. There are external regulative ways of keeping 
the corporation in check, although the intricacies of these 
methods have not been explored. There is, however, a 
connection between internal and external checking. A corpo-
ration, if it transcends normal contractual and property 
relations, is also transcended by its community relations. 
nThis means, q_uite simply, that it cannot exercise the 
normally uncontrolled l'ights which the law and its economic 
power apparently give it. Heney_, the nearly absolute power 
of property and contract rights conceded by corporation law 
is illusive. If the corporation is apparently master in 
some respects, it is likewise servant in some ethel's. The 
servitude is, indeed, compelled by its very power." ~3 
• Thus, Berele would have us understand that the corporation 
has a rather limited choice in accepting its responsibility. 
Why? rrpower has .laws of its own. One of them is that when 
one group having power declines or abdicates it, some other 
directing group immediately picks it up; and this appears 
constant throughout history. The choice of corporate 
management is not whether so great a power shall cease to 
exist; they can merely determine whether they will serve as 
43 Berle, · op. cit • , p . 4~. 
• 
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the nuceli of its organization or pass it over to someone 
else, probablythe modern state. The present current of 
thinking and instance that private rather than governmental 
decisions are soundest for the community are clearly forcing 
the largest corporations toward a greater rather than a 
lesser acceptance of the responsibility that goes with power.!! 44 
Bowen says the same thing in another manner. He states 
that the responsible activities of management do not stem from 
a sense of altruism, at least, not in all instances. !!They 
are advanced primarily because of a conviction that if business 
fails demonstrably to serve the .interests of consumE?rs, workers, 
and the general public it will be inviting repudiation in the 
form of deteriorated public relations, increased public control, 
and even socialization.n45 
. . 
The climate of public opinion is operating today in a 
different atmosphere than it was fifty years ago, perhaps ewen 
more recently than that. Lilienthal discusses the change 
which has occurred in business responsibility. 
This remarkable change in the nature of business 
responsibility has progressed so far that it has a 
direct and vital bearing on whether concentration of 
44 Adolf A. Berle, The Twentieth Century Capitalistic 
Revolution (New York: Ha:rcDurt Brace and Company, 1954), p. 172 
45 Bowen, ££· cit., pp. 51-52. 
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industry endangers the liberties and fortunes of the 
American people. To put it another way, the change 
in public accountability on the part of industrial 
management is a reflection of the effectiveness of 
the new checks and balances upon the abuses of economic 
poWeT. It raises sharply the question of how sub-
stantial and how relevant today are th~ traditional 
and historiBal fears of Big Business.46 
Thus, the theorists seem to indicate that power has introduced, 
indeed almost enforced, a new kind and degree of responsi-
bility. If the corporation does not accept responsibility 
which accompanies the power surely the government will. 
COMPE~riTION 
Economist have always talked a bout competition. In 
theory they present pure or perfect competition. It assures 
the most economic use of resources, labor, and capital. The 
early theorists reasoned that the atomistic situation of 
early capitalism, where there were many buyers and sellers, 
freedom of entry into almost any market, and no one business 
in a position to dictate the entire market, was the ideal 
way to conduct any economic system. However, as theories were 
revised in light o:r business situations, the concept o:r pure 
or per:fect competition was modified in respect to actual 
conditions. There were :rewe.r producers, and one producer 
could have an ef:fect, to a certain extent, on the activity 
of his market. There:fore, absolute statements were changed 
46 David E. Lilienthal, Big Business: A New Era 
(New York: Harper & Brothers Pu'61ishers, 19)3),pp:-30-31. 
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by the economists themselves; they were softened so that 
they contained the same general implication but were not 
confined to such rigid principles. The newer definitions 
were about a competition that worked. 
This newer kind of' competition is referred to as workable, 
fair, imperfect, or monopolistic¥ ttMonopolistic competition, 
it should be noted, is a term devised by economists to 
describe conditions where most business operations represent 
neither pure monopoly nor pure competition but rather something 
between those two extremes. Such conditions are recognized 
as typical of' modern business.n 47 
Under the name ''fair competi tion11 , Kaplan describes the 
necessary requirements of' workable competition. 
- sufficient number of buyers and sellers to provide 
alternatives 
- no one company powerful enough to dictate 
- position of' members of' industry must not be so secure 
that incentives are dulled 
-must be opportunity for industry to make independent 
decisions 
- business entry into markets should not be hindered 
by deliberate restrictions 
- opportunity to shop .around not hindered 
- no arbitrary discrimination among buyers and sellers 
similarily situated4~ 
47 R. s. Meriam, nBigness and the Economic Analysis of'· 
Competition, n Harvard Business Review, :xxvi.II (March, 19 50) , 
p. 110. 
48 Abraham. D. Kaplan, Big Enterprise in a Competitive · 
Society (Washington, D.C.: The Brookings Insti"tution, 1954), 
p. 45. 
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Economists have always talked about the competition 
betweenpe.rsons o.r o.rganization~ on one side of' the ma.rket: 
eithe.r the buye.rs o.r the sellers. Competition is generally 
in terms of' price of' p.roduct or se.rvice. It is, therefore, 
a f'orde which helps to control the actions of' business in 
the economy; a natural check onpower. If' part of' that force 
is ineffective, then the entire force is a crippled regulator 
at best. TWo economists, Dennison and Galbraith, show conce.rn 
about the ef'f'ect of' price which is not set strictly by compe-
titive force. They state that "it is the major contention 
of' this book (Modern Competition and Business Policy) that 
the f'orm of competition which involves some degree of juris-
diction over price by selle.rs {or buyers) exists widely; and 
that the business world therefore lacks the self-regulating 
cha.racter which is present when competition involves no such 
ju.risdiction.n 49 .· 
Another economist who has due respect for the positive 
af'f'ect of competition gives this limitation in the following 
statement.tr ••• The result of competition within a con-
centrated industry is some sort of price stabilization. At 
the least it is clear that competition operates within f'ar 
narrower limits tha:t classical economists contemplated; real.,.. 
istically, it is only a partial check." 50 This same cautioa 
49 H. 8. Dennison and J. K. Galbraith, Modern Competition 
and Business Policy (New Yo.rk: Oxford Uni versl ty Press, 1938) , p. 31 
50 Berle, op. cit., p. 51. 
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attitude toward wholehearted adherence to the benerits or 
competition as a regulator is p!'esented rrom the standpoint 
or a psychological analysis or the subject. The psycholo-
gical explanation is as rollows: 
The t!'adi tional conception or competition assumes that 
a gene!'al d!'ive ro!' prorit and wealth makes each 
individual o!' rirm attempt to undersell the othe!'s in 
orde!' to capture the la!'gest possible p!'opol"'tion or 
the market; the gene!'al aim or underselling the others 
leads to the eve!' inc!'easing erriciency or each company, 
th.us making competition an instrument ror social progress. 
According to this assumption societies which are not 
compe~itive in the sense or having private prorit 
orientation cannot be erricient in their economic 
procedu_res. 
Contempora!'y psychology has thrown new light on the 
personal meaning and impact or competition and, more 
generally, of rivalry as contrasted with competition. 
To begin with, the old social belier that it is natural 
ror human beings or any kind or social background to 
right with the pack ror the bones, has been replaced by 
a recognition or the very complex and malleable straits 
or the human mind under different social circumstances. 
It now appears rather unnatural (in the sense or excep~ 
tional) for a human being to be an economic man. 
Furthel"', evidence from anthropological sources indicate 
that, while competitive attitudes in the ve!'y broad 
sense are widespread, they are not unive!'sal. More than 
that, the object and method of competition shows ex-
tremely great va!'iations; the 'negotiational psychology' 
to John R. Commons' term, va!'ies likewise; monopoly is . 
no less rrequent than competition and actually resembles 
it closely· in the underlying force or self-assertion at 
the expense or others.51 
In !'ecent yea!'s so.ijle economists have introduced a nnew 
competition.n This competition is even more liberal than 
the impe!'fect or rair competition we talked about abowe. 
51 Albert Lauterbach, Man, Motives, and Money (Ithaca, 
New York: Cornell University-press, 1954), p. 39. 
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The.definitions of this nnew competitionrr pull a considerable 
distance from the classical definition. For example, this 
is a rather generous definition of competition of the new 
variety. uoompeti tion is the spirit of finding §:_ better way 
£! doing ~people want done. Whatever tends to keep the 
contest of skill and wits and strength and ingenuity lively 
is part of competition.n 5~ From this interpretation of 
competition, Lilienthal says that many of the accusations 
made against Big Business and the power thereof is misinformed. 
The reason: people are not aware of what competition is. He 
thinks that competition has changed with the times and that 
the almost all inclusive competition of today deserves more 
praise by economist than it is given. The new competition 
as he has defined it has the following accomplishments to 
its credit. 
1. Effected an nefficient, entel'prising and imaginative 
smaller business.n 
2. Promoted t~a diversity in the various forms of large 
economic enterprise.n 
3. Has given na zest and sparkle and a dynamic fluid 
q_uali ty to the economic life of America .n 
4. u ••• has heightened the prestige of research, and 
therefore the standing in the community of the.3kind of' men who excel in this intellectual area." ? 
52 David E~ Lilienthal, By~ Business: A New El'a (New Yol'k: 
Harper & Brothers Publishers, 53), pp. 54-55. 
53 Ibid., p. 57. 
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Lilienthal goes so far as to say that we are living 
in the most competitive age man has known. nThis New Compe-
tition provides for the individual .American and enriched 
variety; breadth and freedom of choice. There is today, for 
a large proportion of the citizenry, a wider scope for the 
existence of individual tastes and desires that has ever 
existed in any other civilizatio.ri.n 54 
Ftuther implications of the new competition are ex-
pressed in the area of what competition does for the economic 
system. The pre-planning influence which competition was 
traditionally assumed to have on decisions of producing or 
buying has been replaced. The force new emerges after the 
decision has been made • 
.A competitive motive may exist in some measure in certain 
types of small business. But in the continuum of 
business and market decisions made by big business 
managers, competition is not something which happens 
before a decision but something that happens after. In 
other words it is not a motive but the corrective 
influence to which .Alcoa refers. 
Corrective competition also existed between different 
industries. This competition puts very great pressure 
for increased efficiency on industries whose prices are· 
high, since competition between industries can lead to 
actual dislodgement of one or another from markets. 
Oil and natural gas in different areas have thus 
dislodged coal. 55 
54 Ibid .. , p. 47 
55 Herrymon Maurer, Great ~nterprise Growth and Behavior 
of the Big Coi'pora tioh (New YoriC'":'TE.e'MB:'CMI.lli.an Company, . 19"5 5) , 
PJi.l72:-r76. 
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Lilienthal concludes that competition is a means to 
an end. That end is the achievement of a type of society 
and an individual life which seems desi:rable .56 A final wo:rd 
on ttnew competition11 is given by another economist who states, 
ttin short, if the Ame:rican people and pa:rticularly those 
di:recting and influencing the business of the country maintain, 
in their own spirits, the competitive and aggressive attitudes 
of the past, there is no :reason why competition, in its 
broadest sense of const:ructive rivalry, cannot continue unde:r 
conditions of modern production and distribution.n57 
One of the most serioas criticisms expressed by economists 
is that product rather than p:rice competition is condoned. 
They object to its being fostered by businessmen; it is 
unthinkable that economists themselves would devise a theory 
of competition on it. 11 To make matte:rs mol'e difficult~ 
advertising, salesmanship, and merchandising skills--rather 
than being indexes-of competitive vigo:r--in this view a:re seen 
as s ubsti tu tes for competition. . When p:racticed with great 
energy, they are taken to show that price competition is 
being finessed--that is not as it should. be. Whefuhel' the 
non-price substitutes lead to a gl'eater or less impl'ovement 
56 Lilienthal fails to tell what is meant by desirable 
in his argument. 
57 Clare E. Griffin, Enterprise in-~ Free Society 
(Chicago: Richard. D. Irwin, Inc., 1949T, p:-ol. 
• 
in quality of products o~ se~vices is a somewhat secondary 
c~nsideration.n 58 
Anothe~ critic of trNew competi tionn states that all the 
concepts, such as those we noted in connection with Lilienthal, 
Maure~, and G~iffin, miss the point of' the p~oblem. He 
believes that they do not deal with, nor do they ~ecognize, 
the ma~ket power of bigness. And they do not provide a 
remedy f'or it. 59 
Another economist, Ka~l Kaysen of' Ha~vard, repo~ted on 
his pana~amic perusal of the autho~s and wo~ks or men of' the 
nnew competition. n He says that f'i'om thei~ works you would 
be led to believe that the new competition is mo~e ef'f'ective 
than the classical concept (as regards price). The reasons: 
(1) it is pa~t of' the most impo~tant kind; that f'or new 
product and technology (taken f~om Scmumpter) and, (2) it 
is interindust~y rather than intraindust~y. And f'rom these 
belief's. one is to d~aw two lessons, according to the critique 
of! Kaysen. First, the public attitude toward Big Business 
which is hostile should be changed because it is outmode$; 
second, anti-t~ust should not be enf'o~ced for mere reasons 
of' size as a penalty of successful ope~ation. Although 
Kaysen seems to have extracted some of' the questionable points 
58 J". K. Galbraith, 11 The Def'ense of' Business: A Strategic 
Appeal,n Harvard Business Review, XXXII (March-April, 1954) 
p. 42. . 
59 Edward s. Mason, HThe New Competition, n Yale Review 
43 No 1:37-48 September, 1953). 
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of the 11 new competitionn in light of the traditional concept, 
this does not,mean that nnew competition11 has been p:roved 
inaccurate. 
Kaysen adds, howeve:r, some th:ree points concerning 
competition which should be conside:red by anyone attempting 
to judge ttnew com_peti tionn o:r any competition in ou:r economic 
system. Fi:rst, the value of competition. 11 Ce:rtainly a major 
element in the value of competition as a policy goal is the 
notion that it is a regulato:ry force which compels socially 
desi:rable behavior, not me:rely an a:rrangement which pe:rmits 
socially minded businessmen to act in the public interest.n 
Second, numbe:rs in competition. It is not logical that the 
fact that there remains vigorous competition among few justi-
fies the fact that there a:re few. Structure of the business 
community is important too. Finally, efficiency. There is 
no or little evidence of. positive co:r:relation between size 
and efficiency. Thus, the large may not be mo:re efficient 
after all. 
If this nnew competition" were able to enact its pro-
-
visions and the activ ity of the government against large 
business were lessened and anti~trust were limited, Kaysen 
asks if the management would gain or lose freedom of opera-
tion? Perhaps, more p:ressu:re f:rom the public at large th:rough 
government will rest:rict the freedom of business. 60 
60 Karl Kaysen, ttlooking A:round,rr Ha:rvard Business Review 
XXXII (May-June, 1954), pp. 148 f. - seve:ral quotations lncluded-
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There are many reasons why competition is considered 
a pillar of capitalism. The McGraw-Hill economists believe 
that if capitalism is going to survive, then competition 
must be maintained. It is essential to capitalism because 
it serves as a drive to production for less cost and better 
products. It checks the exploitation of one group by another. 
They believe that when competition is operating effectively it 
does the following things: 
1~ Holds down prices because no seller can charge more 
than his rivals, thus limits profits to the level necessary 
to keep sellers in business. 
2. Checks attempts to cut wages because workers will·go 
where they can get the most for their money. 
3. Provides attractive rewards to businessmen or workers 
who earn by superior performance. 
4. Generat~s new products and methods for more efficient 
production.bl 
These authors feel that competition works well in most 
fields at the present time. But it can be made to work even 
better and more effectively in many American industries. How? 
trThe creation of broad understanding of the role of competition 
is of crucial importance in effecting arrangements that will 
make capitalism work as well as possible. This calls for a 
far better job than has been done so far in purveying the ideas 
upon which the successful survival of capitalism depends." 62 
61 Dexter M. Keezer and others, Making ca§italism Work 
(New York: McGraw-Hill Book Company, Inc., 195 ), pp. 217-18. 
62 Ibid., p. 236. 
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Griffin expresses his ideas on the maintenance of 
competition in the following statement. 
The problem of maintaining competition in ou~ economic 
system to a sufficient degree and in such forms as will 
make it effective as the main regulato~ of ou~ economy 
is, it will be seen, one which must· be attacked on a 
number of fronts. The most obvious one, which has been 
indicated, is an enforcement of the antitrust laws. 
Another is the lowering or abolition of trade bar~iers 
between count~ies and between the states in our union. 
Anothe~ is the development of a resistance on the part 
of gove~nment to those demands. from occupational groups, 
such as retaile~s, farme~s, wo~ke~s, and othe~s, fo~ 
government-sponso~ed monopolistic conditions. Another 
is the reform of our fede~al tax system to make it more 
favorable to 'venture capital' and to new business, and, 
in general a continuing policy of government which will 
make for ease of entry into business. Finally, there 
are 'policies which can be followed (and in many cases 
are followed) by business organizations, especially in 
their selection and promoting of men into executive 
positions, which have the effect of placing the control 
of those organizations under men who are competitively 
minded. These different attacks upon the problem 
would naturally support one another and, in total, we 
believe, can preserve for us, in the face of powerful 
counterforces, that degree of workable competition which 
is necessary as the regulator of a free market system. 63 
From these remakrs it would seem certain that competition 
is an important part of the thinking of all current economists. 
Those who favor the initiative of private management to take 
an ever increasing responsibility stress a new kind of competi-
tion. on the other side of the picture, some economists are 
attempting to establish renewed support for the revival of the 
63 Griffin, 9.£_. cit. , pp. 314-15. 
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old competition where it has.disappea:red. These critics 
feel that the benefits to the capitalistic system are too 
great from competition to let any substitute gain acceptance. 
Thus, these economists support governmental :regulation, anti-
trust legislation, and any other kirid encouragement of com-
petition. Because this group believes that the power of 
private management can be dangerour both for the corporation 
and the economy, they also feel that c,antrolled competition--
that is self-control by management--is not a check which is 
desired for our economic system. 
PRICE AND PROFIT 
Price and profit determination are a basic activity of 
business. Although these problems a.:re the legitimate concern 
of the accountant, they can coincide with corporate :responsi-
bility. 
The price of a goods or service is established in a number 
of ways.. Economic theory provides an elaborate and complicated 
means of determining price. The theorists rely on higher 
mathematics. They devise graphs and charts to aid them. In 
short, they-.are about as scientific and economically precise 
in determining price as is presently possible. Unfortunately, 
this elaborate establishment process is not used in all business 
situations. Either because there is ignorance of the method 
.. 
., 
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or lack of faith in 1. ts nee.d and effectiveness, many manage-
ments have found other ways to determine price. Thus, 
tradition, other products, price leaderships of other companies, 
irrational concerns, and. getting the most, are used to establish 
prices. 
Obviously, despite the freedom in method of determining 
the price, there are strict considerations in deciding on the 
actual dollar figure on the price-tag. .After meeting such 
primary considerations as cost, and only then, can the corpo-
ration express any flexibility in their p.ricing. These more 
flexible considerations are the ones which enter the a.rea of 
corporate responsibility. 
One of the most quoted statements about the social con-
siderations which was made in. regard to price concerned. the 
period after the war. .At this time demand was high, and 
manufacturers could regulate their supply and their prices 
to selfis.li advantage. However, it is pointed out, especially 
in connection with automobiles, that manufacturers deliberately 
kept their prices down without government control . .Any high 
prices were the fault of the dealers. What prompted this 
interest or how it was realized--what pressures were imposed 
on the corporation~-is not fully explained. One of the beliefs 
is that long ... range thinking is evidenced. Some statements 
explain nconsidera tions other than immediate sup ply and demand 
were obviously part of the calculations of most motor companies. 11 64 
64 Maurer, op. cit., p. 115. 
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The main conside~ation of the socially responsible price 
in the p~esent is in reality a careful thought to the future. 
nBut if the p~oduce~ has the power to alte~ price, then the 
specification is no longer set by society, but by himself. 
Q,uite natu~ally he forms his price policy with his own interests 
in mind; it is an accident mf the social and individual 
inte~est coincide. As it actually works out there are very 
·good reasons why the most desirable price for the individual 
will be diffe~ent f~om that which is socially most beneficial. 11 65 
An economic explanation of what occurs in the consideration 
of the long-run benefits of a price which is artifiQally set 
is given by John K. Galb~ai th. 
In the cha~acte~istic industrial market--those of 
oligopoly and administe~ed price--the increase in demand 
must be implemented by a specific decision by the firm 
to change· its' p~ice. This decision may be delayed for 
a variety of reasons:·.inertia; theneed to establish 
a consensus .on the extent of the increase unde~ circum-
stances whe~e t.he anti:t~ust laws forbid communication 
between firms; the fear of adverse public reaction to 
price advance; the fear that over a long span of time 
the price inc~eases will be damaging to the competitive 
position of the firm in the industry; and the possibility 
of att:racting wa~e demands all may lead to delay. 
Fol' many of the same :reasons, price inc:reases, when they 
occUl', will not bring prices to the point where they 
maximize the short-run or cur:rent returns of the company. 
It is the long~run that the corporation lives. It is 
the return ovel' the fullness of time which is relevant 
to managerial calculation. If the prices that maximize 
65 H. s. Dennison and J. K. Galbraith, Mode:rn ComEetition 
and Business Policy (New Yo:rk; Oxford Universlty Press, 1938), 
p. 34. 
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profit at the moment will bring wage demands that will 
threaten the cost position of 'the company .over time; 
or if there promises to be long-run damage to the 
competitive position of the company; or if the public 
reputation will be hurt, then short run maximization 
of return does not accord. with self-interest ewen when 
this is defined in the narrowest pecuniary terms. The 
firm wi 11 proceed to maximize its current return unless 
something happens--an important point--to make thig6 possible without damaging the long-run interest. n 
Another explanation which shows that the pricing may 
accidently cause a social beneficial overflow--but in a 
different way--is suggests~ in the following statement. 
The prospect of a socially desirable price policy of 
this kind does not, of course, reply upon sheer altl'uism 
but upon recognition by large manufacturers that their 
interest is bound up in the maintenance of stable and 
prosperous conditions fol' the economy. This considera-
tion probably weighs mol'e heavily with large concel'ns 
than with small .. ones,- for the r.eason that the actions 
of the large firms·will have an inevitable and obvious 
effect upon the whole economic environment, whereas the 
small firm can console. itself' that. i'ts own policies will 
have an·imperceptable effect in any event. In general, 
then, we can say that, whel'e price is not determined 
automatically and impel'sonally for anindustry, the 
:policy of the·enterprisers on this point is--in its 
effect upon healthy expansion--one of the most important 
that these men have to formulate. 67 
As Griffin points out the fact that the price may have 
an effect on the economy as a whole, he also speaks of the 
effect on a particular market~ 11 • when an organization 
has grown to a point where it supplies a considerable part of 
66 John K. Galbraith, The Affluent Society (Boston: 
Houghton Mifflin Company, Th~ Riverside Press;-1958), pp. 216-17. 
67 Griffin op. cit., p. 412. 
• 
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the market, it will no longer establish its prices and 
production policies with regard to its own self-interest 
to sell its goods. Such a concern must take into account 
the fact that its own price policy or production policy is 
going to have an_effect upoh the market in which it operates.u 68 
Therefore, the apparent socially responsible pricing 
actually is in most cases personal interest~ No matter what 
that interest may be--long-run, economic stability, or position 
in the industry--it is basically set with consideration of the 
effect it will have on the company's interest. In some cases 
society will benefit, too. But it would seem that in the 
strict area of price, there is almost general agreement from 
the theorists that the price really is not part of corporate 
responsibility. 
Naturally, tied in with any consideration of price is 
profit~ The determination of price will in turn help to 
determine profit. In general terms the businessman is content 
to call profit the difference between the price for which a 
good or service is sold and the cost of producing it. Of course, 
this difference as well as how to maximize profit is a technical 
function, similar to price determination. It is often determined 
in large corporations by cost accountants. 
In all areas of economic theory which pertains to the 
capitalistic system the word profit has a prominent place. 
68 Griffin, ££· cit., p. 91 
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It is even found in the state eapi talism or socialism of the 
Soviet Union that it is not able to ope:rate wholly without 
the profit test. 
Profit is felt to be so_important that it receives many 
plaudits. 
Just as it is nonsense to say that economic life is 
possible without profit, it is nonsense to believe that 
there could be any other yardstick for the success or 
failure of an economic action but profitability. Of 
course, it is always necessary for society to go in for 
a good many unprofitable activities in the social 
interest. But all such activities which are undertaken 
in spite of their economic unprofitability must be paid 
for out of some other branch of economic activity; other-
wise the total E3Conomy shrinks., Profitability is simply 
another word for economic rationality. lilld what other 
rationality could there be 6to measure economic activity but economic rationality •. 9 · -
Therefore, corporate responsibility in regard to profit 
is not an attempt to say tha.:t .profit can .-be set aside or 
abandoned completely in the-public interest. But rather, the 
task of management is to make profit to serve the public 
interest because in the. capitalistic system any other corporate 
responsibility is possible onl~ because of profit. Although 
management often has to defend their right to make profit, they 
seldom attempt to obtain the most profit possible from all 
their business activity. In fact management may find that 
doing their best on the profit test may be holding profits down. 
b9 Peter Drucker, Concept-of the Corporation (New York: 
The John Day Company, 1946), p.234. 
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It is even considered bad practice to make current business 
look good by maximizing the earnings of a company. This may 
show that profit is occurring at the loss of something else 
such as wages or more just prices. The test is thus on 
satisfactory profits rather than big profits. An extreme 
statement, which shows the need for long-run consideration 
is simply that "many corporations, if they were allowed the 
dictate of quick profit-taking, would liquidate their 
businesses and distribute the assets to the stockholders." 7° 
Part of the defense of the 'profit .system--which must be 
defended so that, it will remain in the basic structure of 
capitalism--is education. The job of explaining profits must 
be a key part of the.educational undertaking of the American 
.. ·. 71 
business management. There are two lines of defense which 
can be followed. One is the attempt to prove that profits 
are earned just as truly as wages are earned. The other is 
the fact that they are a symbol of accountability and 
. rational economic calculation. 72 
It is, therefore, the opinio.ri of-the spokesman for the 
prof'it system that a positive def'ense of' prof'it is essential~ 
70 Herrymon Maurer, Great Enterprise Growth and Behawior 
of the Big co:rpo:ration (New York: The MacMillian Company, 1955) 
p:- m. 
71 Keezer, op. cit., p. 272 
72 Seymour Harris and others, The American Business Creed 
(Cambridge, Massachusetts: The Harva:rd University Press, 1956) 
PP. 71-72 • 
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A positive defense which teaches the impoTtance of profit 
to the system is preferred. A defense that shows that profits 
are small but a necessary evil may do more haTm than good. 
1tEmphasis on the smallness of pTo:fi t may lead the public to 
conclude that pTofi ts can be done away with altogether. In 
the long run even the popular misconception about pTofits 
might be more to indust:ryts inteTest. Atieast the workel' is 
convinced that profits are important. His only mistake is his 
belief that it muSt be large because it is important--and that 
is the mistake that most of us are apt to make." 73 
Dean David of the Harvard Business School is insistent 
on the impol'tance of profit in the business organization .. 
He states, nFor some time at least, management is of course 
going to continue to be tested, as it should be tested, 
primarily on the making of profits. And let me repeat that 
profits are the lifeblood o.f our society; it is high time that 
p:rofits be considered a downright necessity to a healthy 
society rather than some thing suspect or indecent.'' 7 4 
.. 73 Peter F. Drucker, The New Society The Anatomy of the 
Industrial Order (New York: Harper & Brothers Publishers, 1950), 
p. 90. 
74 Donald K. David, nThe Danger of Driftl.ng," XXVIII 
(January, '1950), Harvard Business Review, p. 30. 
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GOVERNMENT 
No discussion of the responsibility of the corporation 
would be complete without mentioning the relationship with 
government. It was pointed out earlier that business fae~ed 
problems because it was large. It also faces a problem 
because government is large. Government has great power. 
Not only is this po~er great in relations to the corporation, 
it is great in the whole activity of the society. The scope 
of government presents to the corporation the problem of 
determining the proper relationship between government and 
private business. 
The following three statements are expressions of opinion 
of theorists who seek to determine this proper relationship. 
- The government has great economic responsibility. 
In the United States, in an effort to overcome the more 
subtle problems of deception, fraud, and financial 
manipulation, 'blue skyt laws were enacted, and the 
Federal Trade Commission and. the Securities and Exchange 
Commission were established. To combat or control 
monopoly, collusion, and undue concentration of economic 
power, regulation of railroads and public utilities was 
instituted, antitrust and 'fair trade' laws were enacted, 
and special aids to small business were provided. To 
achieve greater stability of economic activity, monetary 
control and fiscal policy were involked. To alleviate 
the problems of poverty and personal insecurity, relief, 
social insurance, and farm-price supports were provided 
on a steadily increasing scale. To protect life, limb, 
and health ofworkers and of the general public, factory 
laws, safety codes, housing ordinances, pure-food laws, 
and public health services were provided. To improve 
the status of labor and prevent strife in labor-management 
relations, trade unions were accorded recognition and 
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their relations with employers Sllbjected to pllblic 
Sllpervision. To increase e~uity in the distribution 
or income and or personal opportunity, provision was 
made ror rree public edllcation, gradllated income tax 
and death taxes, social insurance, minimtmJ. wage laws, 
rarm price Sllpports, and public housing. To prevent 
the wastage or natllral resollrces, conservation measures 
were enacted, river-valley proj~cts were undertaken, 
and the government retained or acg_uired ownership or 
v,ast land tracks. To promote prodllctivity and economic 
development, the government subsidizes indllstries, 
supported research and adult education, and in a throw-
back to mercantilism imposed import duties. ·r5 
- The less government in private bllsiness the better -
I think we are all agreed that the government ought 
never to step in wherever priwate business and private 
economy can and do handle the sitllation. It is still 
trlle that the government is best which governs least;, 
and all or llS know only too well the dangers inherent 
in extending government operations. 76 
- A line can be drawn between governmental and private 
activity. 
If contemporary lire is seen in large part as an 
interactionbetween the general public and the large 
corporation, whereby a set or balances is established, 
the line between gowernment and business is not impossible 
to draw. Government has definite economic functions 
to perrorm. Tax, credit, and other riscal policies, 
important for straightening out business flllctuations 
are obviously its province. Making certain that no one 
starves is in its province just as obviollsly. Other 
functions include the enforcement of common honesty 
in economic life, labor legislation, the regulation of 
those corporations, which by natllre of their activity, 
are not subject to correct competition and which, if 
they choose, might be able to disregard public opinion 
?5 Howard H. Bowen, Social Responsibilities of the 
Businessman (New York: Harper & Brothers Publishers, 1953), p. 23 
76 Adolf A. Berle Jr .. , New Directions in the New World 
(New York: Harper & Brothers Publishers, 194Q);:p.-o4. 
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and the economic vote; and.the enf'orcement of antitrust 
legislation. That large corporations, whether they are 
utilities or manufacturing concerns, are moving 
steadily toward responsible behavior does not mean that 
there should be legislation agains·t irresponsibility...:-
the fact that legislation (witness the Sherman Act) is, 
indeed, often a powerful inducement toward responsibility. 77 
On the other side of this mutual business-government 
relationship there is needed. a definition of what corporate 
responsibility should be to the government. Speaking of the 
responsibilities of the businessman in general, Senator 
Ralph E. Flanders of·Nerrnont says, rrof course the first 
responsibility of- business to government is to obey the laws, 
whether those laws are local, state or federal. 11 78 
More crucial to the standing of the corporation as well 
as the resulting government regulation is the influence which 
the corporation has on the government. The power of the 
corporation individually and in groups such as trade associa-
tions is an inf'luence on government. It expresses itself in 
one of the st:rongest lobby pressures on the government scene. 
This pressure is generally applied for the fawor of interests 
which will benefit the corporation. 
However, the fact that the corporation does have a 
responsible place in its relations with government is shown 
77 Maurer,££.· cit., p. 286. 
78 Harwood Mer:rill, editor, The Responsibilities of 
Business Leadership (Cambridge Massachusetts: Harvard 
Unlverslty Press, 1948), p. 29. 
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in the following statement. 11 The general conclusions from 
this brief summary of the legal situation are (1) that the 
law as expressed in legislation and actual cases still regards 
the corporation as existing for the purpose of making profits 
for stockholders, and requires directors of corporations to 
conduct business with this end in view; ( 2) that the courts, 
however, have taken an increasingly liberal view of the 
discretion permitted corporate directors and the range of 
policies that are considered to promote the stockholderst 
interests; (3) that public opinion and corporate practice, as 
yet unchallenged in legal proceeding, have embraced the view 
that corporations have public responsibilities as well as 
duties to stockholders.n 79 
III CORPORATE RESPONSIBI~TY 
Throughout this entire study, tp.e subject of responsibility 
has been the central feature. This paper is naturally sprinkled 
with writers who discuss responsibility in some manner in their 
writings. This material has afforded considerable variation 
. . 
in the approach to the subject while still lending itself to 
corporate responsibility in particular. Now, in this section, 
some of the specific suggestions of responsibility are examined. 
79 Bowen> op. cit., p. 132. 
• 
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The section is divided in three parts: (1) Why there is 
an acceptance of responsibility, (2) what is that responsi-
bility, and (3) The criticisms of the suggestions. 
Why is corporation management concerned with responsibility? 
Several answers to this g_uestion were offered in Chapter- I by 
managers themselves. There are still others. 
There is a pattern into which most of the reasons for 
r-esponsibility seem to fall. nwe can divide ou:r answer to 
the g_uestion into th:ree parts: (1) because they have been 
forced to be mo:re concerned, (2) because they have been 
per-suaded to be more concer-ned, and (3) because, owing largely 
to the separation of ownership and control in the large corpo-
ration, conditions have been favorable to the development of 
80 . 
the concern.n Unfortunately, some of the concepts need 
further breakdown than is supplied in that statement. Never-
the less, it is a good general guide. 
First, when force is exerted it is usually the result of 
economic pressures in an otherwise free ee:onomy, or by govern-
ment which attempts to put formal limits on that freedom. The 
economic checks are such things as competition, innovation of 
new products, labor unions? and the actioh of supply and 
demand. Naturally, the_ government interventions include anti-
trust legislation, fair .practices legislation, et cetera. 
80 Bowen, op~ cit., p. 103. 
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The result of this force on the management of the corporation 
is a more responsible attitude. ncorporate officials have 
been at considerable pains in recent years when faced with 
regulation or taxation to show that the welfare of the stock-
holder, and of the security holder, was identical with public 
welfare. In the limited extent to which this is true, any 
divergence of interest between.the corporation control and the 
stockholder becomes a divergence between the control and the 
public welfare. The public, however, has a stake in the 
problems we are considering which is broader than the interests 
of the investing group. If the corporation management drives 
squarely for increased earnings through increased efficiency 
and lower cost production, the public.gains by having more 
. 81 goods at a.· lower pr.i ce. n . 
When the. interests of these two groups cannot be re con-
oiled, then there is a change in the policy so that reconcili-
ation will take place,; · This .can. be 'real,ized. by increasing 
state·control or ·ownership. Or it can be done by allowing 
the corporation to accept and act on their responsibilities. 
In this way the action of management· is at least a partial 
alternative to socialism. 82 
81 H. S. Dennison and J. K. Galbraith, Modern Competition 
and Business Policy.: (New York: Oxford University Press, 1938), 
pp. 74-75. . 
82 Bowen, op. cit., p. 28. 
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A difference between the area of force and the area of 
pressure is the emphasis on public opinion as the important 
type of persuasion. When and where this started 0an not be. 
determined precisely. However, the emergence of the force of 
public opinion as a consideration in management decision-
making is a fairly recent phenonema. One author seems to 
place its origin, to any noticeable extent, at the time of 
the depression. nThe trend on the part of executives and 
directors to recognize and accept a broader responsibility 
was doubtless impelled by the object lessons of the 1920's 
and the sackcloth and ashes of the 1930's. Very likely it 
was accelerated and strengthened by the experiences of the 
wartime mobilization of industry. Probably it is also 
deepened by the feeling or climate of opinion that the system 
of private enterprise is now on trial and hazarded as nev·er 
before. n 83 
The importance of the public opinion pressures on 
management is clearly expressed in this statement. 11 Companies 
today are very largely influenced--and necessarily so--by 
public opinion. I believe the controlling force of public 
opinion is not always realized by some of us in this country. 
But the fact is that no management today--especially no big 
83 George B. Hurff, Social Aspects of Enterprise in~ 
Large corporation (Philadelph1a: University of Pennsylvan1a 
Press, 1950), p. 115. 
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company management~-can successfully develop its policies and 
practices without a -keen l!).wareness at all times of the public 
interest. n 84 Thus,. it would seem that it is not even possible 
for the management o:t:_ the large corporation to make a decision 
without thepu?lio. interest in mind. Public opinion is an 
extremely powerful force. 
Naturally, other persuasions have come from the men of 
the public :relations departments and agencies. Public :relations 
has developed a keen interest in persuading management that 
they are th:rea tened in all the ways we noted before--force of 
public opinion, government intervention, and creeping socialism--
ana, in o:rde:r to save the system ana their managerial jobs, 
they must act now to assume responsibility for their companies. 
Thus, from within the corporations comes a call for management 
to take responsible a~tion~ 
This pressure has introduced to corporation management a 
type of thinking which has been described by various terms. 
S.ilch terms as the 1TWill" to be :responsible, the conscience of 
the corporation, and the responsible awakening, all express 
this new thinking. 
The O~ai:rman of the Board of the General Food Corporation 
believes that management must have the will to define and meet 
84 Eugene Holman, 11 The Public Responsibilities of Big 
Companies,n An Address Given At The Economic Club of Detroit 
November 8, 1948 .• 
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their responsibilities. He uses such high-sounding phrases 
and descriptive sentences as the following in conveying his 
concept of the manager. nr believe that business leadership 
is nothing less tban a public trust, that it must offer a 
message of courage and hope to all people, and that it can 
help an economically strong America to lead to lasting pres-
peri ty, freedom and peace .. ft 8 5 Certainly this charge is a 
great challenge to.the modern manager. 
Berle ·talks about the "conscience of the corporation.!t 
He believes that the conscience will eit:.her be automatic or 
established by government. He states that the conscience 
must be built into the corporation· so that it can be involked 
as a right by people, groups, and organizations which come 
under the power of the corporation. Berle comments on his 
concept by telling of the strange twist which the conscience 
has produced. 
This is a vast and in some ways a humorous paradox. Our 
grandfathers quarreledwith corporations because, as 
the phrase went, they wera tsoulless~ 1 But one of the 
common denominators of the decision-making machinery, 
some sort of consensus of mind is emerging, bycompulsion 
as it were, which for good or ill is acting surprisingly 
like a collective soul. Great organizations emergizing 
this sort of causative apparatus have their frightening 
side.· While Mary Wollstonecraft Shellyts here, Franken-
stein, endowed his synthetic robot with a human heart, 
85 Merrill, £R· cit., p. 5. 
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the monster which before had been a useful serwant 
suddenly became an uncontrollable force. Our ane:estors 
feared that corporations had no conscience. We are 
treated ~g the colder, more modern fear that, perhaps 
they do. 
The third way in which the responsibility was introduced 
to the corporation came through the separation of ownership 
and control. There was a fear that hired managers would not 
have the same intere.st and concern for the companies as their 
owner did. However, as it has materia,lized, the modern manager 
seems more willing to consider the responsibility of the 
corporation than the owner;...manager ever did. And he does this 
without loss to the traditional motivations which assure 
successful economic operation. 
A rather complete commentary of one man's explanation of 
this change of more complete responsibility with the modern 
manager is offered by Lilienthal. 
There is a decided trend--'trendt is perhaps not a strong 
enough word to describe it-,-to a new kind of 'top Bossr 
of large business undertakings. He is a man with a strong 
and practical sense of responsibility to the public, and 
an awareness of the ethics of presentday business compe-
tition. · · 
Now, howewer, for many large enterprises the boss has a 
far more complex problem than even this. Ownership has 
become widely diffused:· the ownership of most such 
companies is not predominately in the hands of the founder, 
or his family, or a banking group. Large stock ownership 
by huge open~end investment trust, insurance companies, 
endowment funds, foundations and pension funds is more 
and more increasing the groups to which a.company is 
86 Adolf A. Berle cir., The Twentieth Century Capitalistic 
Revolution (New York: Harcourt Brace and Company, 1954), p. 183 
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responsible. To a lesser but increasing degree the 
widespread ownership by the general public of the 
common stock of Big Business provides top management 
with more and more bosses. 87 
The influence of the bosses-customer vote and community 
opinion-~was never as strong as it now is nor did it have the 
receptive audience which the enlightened manager of today is 
giving to it. This is partially explained by .. the Hsetn of 
modern management. The founder, inheritor, or purchaser of 
property had an interest and-was motivated by the property 
itself. For this reason he wanted to see the property con-
tinue to prosper. Corporation managers are not subject to 
these same motivations. They are dependent on the opinions 
of the people around them, the community, and public opinion. 
It is on their approval that they continue to hold office~ 
They must, therefore, satisfy these people rather than moti-_ 
vations associated with property. In reality, therefore, the 
separation of ownership from control encouraged the adherence 
. . . . 88 to publlc oplnlon. 
Most economic theorists, except for the advocates of 
complete socialism, agree that the chief responsibility for 
any management is to operate its company so that it functions 
87 David E. Lilienthal, Big Business: .A New Era (New York: 
Harper & Brothers Publishers, 1953), pp. 27-29. 
88 Thurman .Arnold and others, The Future of Democratic-
capitalism (Philadelphia: University of Pennsylvanla Press, 
19 50) p. 40. 
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as an efficient economic unit. This would indicate the need 
for business managers to have a thorough knowledge of business 
operations. 11If a business is to make a p.rofi t, and thus 
avoid failu.re, it must produce goods that are attractive in 
quality and price, and it must produce them efficiently and 
at low cost. These are the primary responsibilities of busi-
nessmen, and, indeed, the primary conditions of being in 
business at all. Only then is a business in a position to 
consider other responsibilities to society." 89 
Maurer sees the function of the business as a profit-
making unit tied in with the responsibility to society. nThe 
large corporation is still too new to be understood fully and 
quickly, let alone explained. But the explanation must be 
given--and it must be given in such a way that the public 
understands that the social responsibilities and economic 
activities of large enterprise are so inextricably intermingled 
as to amount to the same thing. n 9° This would lead naturally 
to the explanation that business by its nature--producing a 
product, offering jobs, and providing for capital investment--
is serving the community. Can this be denied? 
89 Howard R. Bowen, social Responsibilities of the 
Businessman (New York: Harper & Brothers Publishers, 1953), p. 48. 
90 Herrymon Maurer, Great Enterprise Growth and Behavior 
of the Big corporation (New York: The MacMillian Company, 1955) PJm. 
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This ttBecause.,..business is businessn school of thought, 
i.e. from the profit of the company to the profit of society 
concept, is mentored by Sumner Slichter. 
The adaptations made by individuals and by business 
enterprises are, of course, motivated by self interest, 
and are made without regard to their effect upon the 
community as a whole. Some of them call for corrective 
action by public policies. The failure of the economy 
to enforce more effectively the interests that all or 
most members of the community have in common is undoubtedly 
one of the major weaknesses. ·Most of the decisions of 
business managements, however, are in the public interest. 
They result in conserving scarce resources increasing 
the efficiency of men and equipment, or adapting the 
product more closely to the preference of customers. 
Consequently, the advantages of having adaption occur 
in the main through decisions of thousands of managements 
or-millions of people outweigh the disadvantages. The 
method places at the disposal of the community much 
knowledge and interest that would be lost if decisfo~1 making were concentrated in a few central planners. 
Does not this ring of some of the classical theory of the 
ninvisible hand tt .variety of a certain Mr. Smith? There is an 
automatic benefit to the society, one that will look out for 
itself but in so doing pass the increased product to the 
millions who come in contact with it • 
.Ai'ter the. basic responsihi.li ty of making the enterprise 
function economically, then the considerations of management 
can be expand.ed to include much wider areas. These are the 
social aspects. such.areas are explored in considerable detail 
in .the book, social Aspects of E-nterprise in The Large Corpo-
ration by George Hurff. The author seeks out the social 
91 Sumner H. Slichter, The American Economy (New York: 
Alfred A. Knopf, 1949), p. 191. 
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ramifications of the economic functions of the enterprise. 
When he talks about responsibility, he is concerned both with 
the conscious economic function and the conscious social con-
seq_uence. This applies the ttinvisi ble hand 11 , so to speak, 
directly to corporate social responsibility. rr.A trend toward 
this broader conception of duty is evidenced by the management 
of a number of large corporations in a variety of ways. It is 
expressed in attempts· to improve industrial relations, in some 
restraint in pricing, and in growing concern for the local con-
sequences of corporate decision. It is also expressed in 
public addresses by business leaders and in reports to stock-
holders, which, although tinged with 1 good public relations, t 
cannot, as an aggregate, be dismissed as nothing more than 
lip service." 92 
With this general background it is possible to assign 
duties to management for corporate responsibility. Management 
must assure econoinic stability, operate with respect to the 
law and regulation of·governm.ent, and recognize the social 
pattern of society. 
Specifically, Drucker suggests that these are the nec-
essary functions of a responsib;J_e top management. 
92 George B. Hurff, Social Aspects~ Enterprise in~ 
Large Cor~oration (Philadelph1a: Un1vers1ty of Pennsylvan1a 
Press, 19 0), pp. 114-15. 
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1. Responsibility ror the survival or the enterprise in 
economy, that is, ror the proritability and its product. 
A. The current costs or the enterprise, the 'costs 
of doing business'. 
B. The further costs_ of the enterprise, 'the costs 
of staying in b usine· s s ' • 
c. The enterprise's contribution to society in 
respect to ruture costs or less successrul enter-
prises--their replacement~,their obsolescence, their 
property risk and their uncertainty. 
( - management in the current production or the 
enterprise must make the above provisions - ) 
2. The enterpriser's share in the social burden or 
non-economic services. 
3. Responsibility ror the organization of the enterprises' 
human resources and for their erricient use. 
4. Responsibility ror an adequate and orderly succession 
to top management itself. 93 
Bowen lists the following socially responsible actions. 
1. Improvement or working conditions and other rringe 
benefits. 
2. Recognition or unions. 
3. Concern with human problems of workers. 
4. Reduction of old discrimination between workers-~ 
race, creed, etc. 
5. .Atmosphere or secrecy is reduced. 
6. Suppo:rt of community ac ti viti es. 
7. Social considerations in plant location. 
8. Smooth seasonal and other variations in production 
and employment. 
9. Avoidance of speculative inventories by some companies. 
10. Business practices in c:redit and lending improved. 
11. Promotion-policies have been improved in some areas. 
12. study of public policies, such as the Committee ror 
Economic Development. 94 
93 Peter F. Drucker, The New Society and The Anatomy or 
the Industrial O:rde:r (New Yoik: Harper & BrotheFS Pubiishexs, 
1950)' p. 204. 
94 Bowen, op cit., pp. 60-67. 
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Bowen also conside~s some a~eas whe~e management can 
operate with conce~n :Cor the _public interest. Such a~eas 
include human relations, _p~oductivity, e:Cficiency, expansion, 
economic stability, competition, and the conservation of 
natural resou~ces. 95 He suggests anothe~ ~esponsibility, 
which is thought of, he states,. by the businessman as a 
responsibility to society. The ~es_ponsibility is education. 
t 1The specific _purposes of the education efforts of the busines-
men are ( 1) to q_uieken the inte~est of the ·stockholde~s in the 
companies they own and in the ente~prise system gene~ally; 
(2) to achieve better labor ~elations andgreater labo~ _pro-
ductivity; (3) to achieve bett?r _public relations in the 
communities in which the .individual businesses operate; (4) to 
develop more'favorable attitudes toward the individUal com._panies 
and the enterprise system among consume~s, government o:Cficials, 
and the general _pUblic; and even (5) to _pe~suade foreign _peoples 
o:r the advantages of·capitalism. On the defensive side these 
_programs are intended to _prevent government controls, to 
o_p_pose the spread o:r socialism, to combat unfavorable _publicity, 
and to enunter _political and other attacks on business. n 96 
95 Ibid., p. 70 
96 Ibid., p. 56. 
• 
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In his examination of the modern corporation Kaysen notes 
the behavior of the enterprise in wide-ranging responsibilities. 
A. customers: improving products, good service, fair 
dealing. 
B. Employees: high wages, per~:sion and insurance systems, 
medical care programs, stable employment agreeable working 
conditions, a human personnel policy. 
c. General public: leadership in local charitable 
enterprises, concern with factory architecture and land-
scaping, provision for support for higher education, 
re~earch in price science. 
D. To firm itself; Insurance of maintenance and long-
term growth.97 · 
More suggestions come from an area which once was considered 
and still is considered by many the most unlikely to enter the 
realm of the businessman: Christian responsibility. The two, 
it is often charged from the pulpit and the boardroom itself, 
have nothing in common. But the conclusions from the Protestant 
documents on economic life give points with which the businessman 
should concern himself. He should, that is, if he wishes to 
carry on his business operations according to the Christian 
ideas of business• These points include: serving the interests 
of society rather than profit maximization; careful adminis-
tration of natural resources; help advance the efficiency of 
productivity; nbt discriminate among race, color, etc.; provide 
97 Carl kaysen, nThe Social significance of the Modern 
Corporation,n American Economic Review, XLVII (May, 1957), 
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good worting conditions; respect the right of labor to 
organize; observe. honesty i~n dealings; and produce only 
products which are worthy to be produced. 98 
A special area of responsibility regards the employee. 
The application of enlightened industrial -relations is doing 
much for this group. There is a great danger in this respon-
sibility because paternalism can dominate otherwise worthwhile 
improvements and defeat the purposes for which they were in-
tended. Peter Drucker places great emphasis on management-
employee relations~ He· advocates the acceptance of the union 
into the enterprise to resolve the problem of rtsplit allegiancen 
into ntwin allegiance.n He believes that the assembly-line 
has caused some crucial problems to workers, but he emphasizes 
that incentives should be introduced into the work and work 
situation rather than provided as an outside inducement to 
accept the work. And, he _places gl'eat importance on more 
complete use of communication. This,.he suggests, can be 
accomplished. best by ehc.ouraging management to lis ten, too. 
Some other theorists suggest five areas in employee rela-
tions which could be improved through corporate management's 
attention to them. 
98 Bowen, ££• cit., pp. 39-40. 
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A successru1 business--one that earns regular prorits. 
Steady employment. 
The opportunity or the individual employee to develop 
the rullest extend or his abilities. 
The employeets chance to 9become a capitalist. Good working ~onditions. ~ 
The Dean of the Harvard Graduate School of Business 
Administration sees the responsibility or the corporate manage-
ment as a challenge and an opportunity. He states that the 
businessman's opportunity is 11 two-fold: (1) Within his own 
business he can seek new ways and means of furnishing opportu-
nities for men to rind human·. satisractions on the job. ( 2) He 
can help society determine-~in a continuing and purposeful 
program--the most effective ways of rurnishing the maximum of 
human satisraction and security." lOO 
David attributes a large responsibility to the corporation 
management. He seems to indicate that no other group has the 
opportunity or position that businessmen have to act in a 
comprehensively responsible manner. Thus Dean David states, 
I think responsibili-ty ror- this program (.responsible 
action for continuing free society) is going to be placed 
in the hands of the businessman, because we have, whether 
we like it or not, an industrial civilization; and the 
businessman, whether he likes it or not, has to assume 
new responsibilities. The lawyer is not going to take 
them, .-the doctor cannot, the teacher cannot, and the 
minister (I am sorry to say) has lost some or his position. 
99 Harwood F. Merrill, The Responsibiliti~s or.Business 
LeadershiE cambridge Massachusetts: Harvard Unlverslty Press, 1948) 
p. 17. 
100 David K. David, 11 The Danger of· Drirting, n Harvard 
Business Review, XXVIII (January, 1950), p. 28. 
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By the very ~act o~ the businessmants past success in 
doing what he considered his only job, these new 
re:sponsibilities will be thrust upon him. He cannot 
dodge them even i~ he wants to. His past training-~ 
the methods he has used in achieving his present 
position--are his best aualifications ~or meeting the 
new test successfully. rol 
Dean David notes two special skills which prepare the 
managers for the task David has assigned to them. The busi-
nessman is skilled in the_ art of handling men, and skilled in 
taking risks. In order for these abilities to be applicable 
to the tasks, the businessman.must develop them and integrate 
his own and the organization's activities to benefit general 
social welfare. The fhree I'esponsi bili ty areas which are 
o~ten quoted in connection with part of his thinking are:" 
(1) responsibility to be competent in managei'ial ability, 
(2) develop social skills foi' a 'good society, 1 and (3) 
willingness to participate in the broad~r affairs of the 
community and nation.n 102 
Moreover, this line of thought which emphasizes that 
managers should actively participate in accepting co!'porate 
responsibility, points to what management has already done in 
this area. An example of' the type of' enlistment which the 
businessman takes part in is the community progi'am. Also the 
161 Davia, ££· cit., p. 32. 
102 Donald K. David, 11Business Responsibilities in an · 
Unvertain world, Tl Harvard Business Review' XXVII (May' 1949)' 
supplement. 
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$1.00 a year positions whi'ch manage.rs accept in gove.rnment 
se.rvice. "These ·a.re types of const.ructive justice which are 
so obvious that the manage.rs do not know they a.re taking pa.rt 
in a large.r prog.ram." 103 
The following general statement calls fo.r a .realignment 
of the thinking of management •. 
What the manager needs is to re-examine thoroughly the 
functions and responsi-bilities of business enterprise, 
to clarify the specific objectives and operating 
philosophy of his particular company, to .reappraise the 
basis of his managerial authority, Above all, he must 
gain a·sound view of his own personal goals and the 
values upon which he will build his relations with his 
employees and associates. 104 
Thus, this is a view of the suggestions of economic 
' 
theo.rists for .corporat~ responsibili·ty. This resume is a 
surface covering of the va.rious schools of thought. There is 
a va.riety of responsibilities, and many reasons for their 
-. . . .'.. . 
being accepted. · They :range from the mundane .responsibility_ of 
making a profit so the corporation can stay in business to the 
lofty philosophical duty of management: to accept the trust 
for achieving the dignity of man in a better world. 
--.-. 
103 Bernard. w. Dempsey, nThe Roots of Business Responsi-
bility,n Harvard Business Review, XXVII (J"uly, 1949), PP· 393-404. 
104 0. A. Ohman, nsearch for a Philosophy, n ·Harvard 
Business Review, XXXV (September-October, 1957), p. 43· 
CHAPTER l¥: 
THE PROBLEMS OF THE CORPORATION 
WITH SUGGESTED SOLUTIONS OF FOUR CURRE.NT 'ECONOMIC THEORISTS 
Four different approaches to the solution of the problems 
of the corporation are presented in this chapter. They were 
chosen because of their variety as well as their content. The 
theories range in cont.ent from internal corporate responsibility 
for the individual enterprise to the defense and preservations 
of the economic syst.em. Three of the theories are offered by 
individuals: Peter Drucker, Adolf A. Berle Jr., and 
John K. Galbraith.. The fourth is the group hypothesis of the 
economists of the McGraw-Hill Publishing Company. 
Peter F· Drucker 
Mr. Peter Drucker approaches the problems of the corpora-
tion from a strategic position: inside the organization. He 
has been able to develop this approach because he has acted as 
a managerial consultant for many companies. More important is 
his association with The General Motors Corporation. It was 
this contact and intimate knowledge of one of the largest 
corporations which provided him with the information for a book 
on the modern corporation~ Thus, The Concept 9f ~he Corpora-
tion is a book which was written with the advantage of close 
inspection by a person who was versed in economic theory but 
who had no permanent association with the corporation. 
Therefore, he was able to look inside the company as an outsider. 
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Although he is a managerial consultant and thereby bound 
to the task of supplying information to the particular 
company with which he is concerned, he is, by no means, 
limited in his conclusions to that business. He has the broader 
outlook of the entire economy in his view. This is apparent 
even in his presentation of the General Motors corporation; he 
integrates the company into the economy. This, of course, 
makes his work· of greater value to economic theory. 
Thus, it is because MX. Drucker expresses this broader 
outlook and possesses the intimate contact with the corporation, 
as well as the fact that he has written specifically on these 
and related subjects, that he is selected for this paper. He 
~an be called certainly an economic theorist. 
Drucker deals mainly with the concepts of industrial 
I 
relations, internal:public relations, or what he calls the 
. i 
plant community of ~he enterprise. But he enlivens the tradi-
tional ideas with emphasis on the attitude of the members of 
the plant community. He bases much of his theory concerning 
corporate responsibility on the fact that the corporation is 
the representative institution of our society. 
If the big-business corporation is America's representa-
tive social institution it must realize these basic 
beliefs of American Society--at least enough to satisfy 
minimum requirements. It mus.t giv~ status and runction 
to the individual, it must give him the justice of. equal 
opportunities. This does not mean that the econorru c 
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purpose of the corporation, efficient production, is 
to be subordinated to its social function, or that the 
fulfillment of society's basic belief is to be sub-
ordinated to the profit and survival-interest of the 
individual business. The corporation can only function 
as the representative social institution of our society 
if it can fulfill its social function in a manner which 
strengthens it as an efficient producer, and vice versa. 
But as the representative social institution of our 
society the corporation in addition to being an economic 
tool is a political and social body; its social function 
as a community is as imporfant as its economic function 
as an efficient producer. ·. 
However, the corporation is the child of economic theory 
which did not value the status and function of the individual 
in society. It is. the product of laissez-faire economics. 
This poses a great task. It is necessary to find a way to give 
status and function to the mass of the people and, at the same 
time, retain the important freedom of opportunity which bred 
the corporation. Drucker believes that •it is perhaps the 
biggest job of the modern corporation as the representative 
institution of industrial society to find a synthesis between 
justice and dignity, between equality of opportunity and social 
status and function.n 2 The failure of the corporation to 
provide equal opportunities, which it is called upon to do, 
depreciates the corporation as a valid representative social 
institution. It fails in these three ways: (1) the opportuni-
ties are not organized with the necessary criteria for 
1 Peter ]'. Drucker, Concept of the corporation (New York: 
The John Day Company, 1945"), p. 140.--
2 Ibid., p. 153. 
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obtaining them, (2) there are many p~ere~uisites and educa-
tional requirements ror opportunities, and (3) men are not 
given opportunities where they can show thei~ latest ability. 
Thus, the people within the plant community or the men or the 
corporation are not rinding the kind or satisractions that 
they should receive if the representative institution were 
operating properly. 
Moreover, this lack in the corporation is not merely 
cheating the employee. It is not giving the corporation itself 
the rull appreciation or its most important resource: manpower. 
To operate erriciently and. p~oductively the entire plant 
community must work as a team. Drucker refers to this as the 
need ror the members or the community to be citizens. This 
means, to him, fuhat the management has the responsibility or 
learning the wo~kerst attitude, and the worker must assume 
the nmanagerial attitude~n so.the major incentives to bring 
about increased productivity and efriciency in the corporation 
depend on social rather than rinancial motives. 
What can the corporation do to equalize opportunities? 
Drucker suggests that the most o~vious first step is to ofrer 
eg_ual opportunities for _training; this will give the worker 
a competitive bargaining position with trained men. Another 
approach is to provide opportuniti(:3S for the display of 
latent talent of men in the· company. He also suggests that 
incentives should be introduced to interest employees in 
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their work. ttThese include not only in:formation about his 
job but also definite rewards for inventiveness and for an 
analytical attitude on the part of the worker. These methods, 
while definitely designed to provide tests for individual 
abilities as a yardstick of measurement, find their widest 
application in respect to the problem of status and function. tt 3 
This kind of planning rests with management. It is, there-
fore, the managerial responsibility to assume the burden of 
this governmental function. Drucker feels that if management 
fails to accept this responsibility within the plant, the 
conseq_uences will spread beyond the enterprise. Thus, they 
will damage the entire economic system. In fact, failure n . . . 
will almost certainly destroy a tfree enterprise' system. The 
political problems have to be solved. If the enterprise itself 
does not solve them by developing a functioning and legitimate 
government, the national government will inevitably be brought 
in by public pressure; and collectiveism will take over by 
default. One look at the history of the West in the last 
fifty years shows how far this process has gone already.rt 4 
3 Ibid., p. 180 ff. 
4. Peter F. Drucker, The New Society The Anat?m~ of the · 
Industrial Order (New York: Harper & Brothers Publlshers,-r950), 
p. 47. 
4IJ - 119 
This emphasizes internal responsibility. As Drucker 
states, ''Managers, it seems to me, have gone so f'ar af'ield 
in searching f'or new social responsibilities that they have 
lost sight of' those that lie under their noses. 
ttThey are a long way f'rom. the Community Chest and the 
care of' intellectual ref'ugees f'rom. China~ They are not just 
a cultural f'rosting on the cake that management wants to have 
and eat. They are, I am convinced, part and parcel of' theil' 
business responsibilities. They are the real business of' 
business.;, 5 
Drucker f'inds these valuable lessons were learned f'rom. 
the experiences of' industry in the last war. He opines that 
the real job ahead lies in the areas of' imagination and atti-
tude on the part of' both management and labor. While, what 
he calls nsocial gadgeteering,tt will not solve the problem. 
it provides the needed imagination to both groups so that 
eventual solutions may be f'ound. .One of' these gadgets is the 
employee report. This is a report which communicates to the 
workers f'acts which management believes will be of' intel'est 
to them. The causes of f'ailure in the reports stem f'rom. the 
npapa-knows-bestn attitude and inept propaganda on the part 
of' management in their preparation. What is needed is a serious 
and adult ef'fort to supply the answel's the worker wants to know, 
5 Peter F. Drucker, nThe Responsibilities·of Management,n 
Harperts Magazine, 209: 67-72 (November, 1954), p. 67. .. 
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instead of giving him the answers management .expects him to 
want to know. In any event the questions should come from 
the worker. 11 6 
This, of course, involves communication. .To Drucker this 
term means what is conveyed--the message--rather than the 
contrivance through which it travels. He does not speak of the 
ttcomm.unication problemn as a technical problem. He rather 
believes that there is more to the task of communication than 
using the technical facilities such as the newspaper, conference, 
letter, su:rvey, et .cetera; all of these duplicate information 
which al:ready exists. But according to Drucker, nWhat is 
lacking is the willingness of each group to listen and its 
ability to do so, in othe:r words, understanding and imagination 
rathel:' than information.tt 7 He continues that there is consider-
able diffe:rence in the way in which th:ree groups in the ente:r-
prise view what is going on. Top management is concerned with 
overall economic problems, middle management is concerned with 
the administration, and the workers are conee:rned with their 
own .individual jobs. What is wrong with communications today 
is the differences between these groups. The telephone--
inst:rument of t:ransmitting the message--is set. But, nunless 
one of them knows the language of the other, the most perfect 
6 Peter F. Drucker, Concept of the Corporation (New York: 
Hal:'per & Brothel's Publishers, l94bT, p. 191 ff. 
7 Peter F. Drucker, The New Society The Anatomy of the · 
Industrial Order (New York: Harper & Brothers Publishers:-I9 50), 
p. 191. 
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telephone system will not enable them to talk to each other." 8 
Thus, the isola ted executive should attempt to get in touch 
with the working man through an understanding of the worker, 
and conversely the worker should adapt the. management attitude. 
It takes imagination, Drucker suggests. 
Druckerts suggested solution to the corporation's internal 
problems is the nself-governing plant community.'' This concept 
is the establishment of an employee government which has the 
responsibility for certain employee activities .. 
The enterprise needs a management responsible for the 
economic performance and endowed with full authority to 
discharge its responsibility. It also needs a self-
government of the plant community· to discharge its social 
responsibili ties--subordina.te but autonomous and endowed 
with the authority over those functions that primarily 
pertain to the social life of the plant.~ 
This plant community self-government would operate the 
cafeteria of the plant, the vacation planning and various other 
social activities, which are now the function of management. 
Drucker provides examples of companies where the self-govern-
ment, which operates under employee management, establishes 
employee interest and cooperation not possible otherwise. Of 
this he states, nit satisfies the memberst need for citizenship, 
recognition and op.portuni ties; it alone. can solve the problem 
of 'split allegiance' between enterprise and union, as well as 
8 I bi d. , p • 19 5 · 
9 Ibid., p. 282. 
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the problem of union function; union cohesion and leadership.n 10 
The separation of the economic from the social function 
of the enterprise would aid management. As it stands now in 
most plants, the management controls only the economic factors 
of the enterprise, although they have the responsibility for 
the total operation. This responsibility includes the social 
aspects as well, but they lack the authority to impliment 
fully their responsibility. Thus, nif authority without 
responsibility turns into tyranny, responsibility without 
authority turns into ridicule. Today's management does not 
have sole authority. By relieving itself of the full respon-
·sibility it could only gain in strength and prestige.n 11 
Although the concept of the self~governing plant community 
is by no means a social panacea, nit overcomes the gulf between 
the groups in the enterprise. It establishes communication. 
It makes it possible .for workers and middle management to see 
the enterprise from the angle of vision of top management, 
and for top management to see the enterprise from the vision 
of the workers and middle management. It makes impossible 
the maintenance of the belief in the 'slot-machine mant and 
brings all groups in the enterprise face to face with each 
other as they really are." 12 
10 Ibid., p. 288. 
11 Ibid .. , p. 29 5 • 
12 Ibid., p. 301. 
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Natu.rally, n.rucke.r .realizes that these ideas a.re not 
roolp.roof. He anticipates c.riticism will be levied against 
his concepts. To fo.rtify his ideas he p.resents some or the 
following p.roposals to any of seve.ral possible criticisms. 
It will be said against the idea or the plant self-
gove.rnment that the employees will not be able to 
manage the social life or the plant cornmunit;y as 
efficiently as the t.rained p.roressional put in cha.rge 
by management. It will also be said that a g.reat deal 
or work is pu.rely technical and the.rerore not capable 
or discharge by a workers' selr~gove.rnment, in which 
political considerations, .factionalism, if not out.right 
demogogue.ry, will inevitably play a large part. The 
a.rgument misses the point. There is no reason to assume 
that the plant community will dismiss the safety engineer 
or the doctor and attempt to have technical and pro-
fessional work done by untrained men. It is the direction 
and decision, not necessarily the execution, that will 
be in their hands. There will certainly be incompetence; 
there may also be dishonesty. It is not the aim of 
self-government to produce the best possible government 
(which is an illusion anyhow), but the most responsible 
government and the one most willingly accepted and 
supported by the citizens • .Above all, the choice is not 
between a form or government that does the job well and 
one that may do it badly. The choice is between one 
that does not and cannot do the job at all, and one that 
will do at least part of it. Fo.r the main job is not· 
technical; it is to create a functioning plant community, 
and that can only be done through an autonomous plant 
self-government of the ·plant community. n 13 
.Anothe.r challenge which may come to this concept is the 
question that plagues every enterprise: the union. ~ust how 
will it fit into the scheme? Drucker believes that the union 
will take part in the self-government, and that this is the 
only way in which the union can work in harmony with the 
enterprise. The union will aid the enterprise by making a 
13 Ibid • , p. 3 0 7 • 
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connection between the enterprise and the community. Because 
community activity is part of' the f'unction of plant self'-
government, and some of the same people will be part of both 
union and plant leadership, they will necessarily be part or 
the leadership of the community where the enterprise is 
located. The natural result, as Drucker sees it, therefore, 
is a greater harmony between all participating groups. Common 
bonds will present common problems for which solutions be 
jointly sought. 
Drucker emphasizes that self.,-government can work effectively 
only if it is truly self-government. The whole concept will 
be a waste of management and employee time if the authority 
for the new responsibilities of the employees does not accompany 
that responsibility. nsimilarily, Enlightened Paternalism in 
the industrial enterprise may drag down into failure and discard 
the principle onwhichit claims to be based: the principles 
of modern 'homan relations.t policies.» Although application 
of human relations is not going to solf' all the social and 
political problems of the corporation, Drucker states that 
tti t is our major diagnostic tool in the whole area of the 
social life of the industrial society, of the enterprise as a 
social institution.. on the intelligent use of this tool and 
on its acceptance by management and workers largely depend our 
chances to solve the difficulties in the social sphere of the 
plant-community.n l4 
14 Peter F. Drucker, The New Society The Anatomy of the · 
Industrial Order (New York: Harper & Brothers PUbllshers, 1950), 
p. 105. 
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Drucker continues his plea for management's chief concern 
being internal-enterprise responsibility. He suggests in-
creasing need for the combination of the two great leitmotifs 
of management in the past generation: .the emphasis on long-
range planning and the systematic organization, and the steady 
recognition of moral and social responsibility. These two 
are inseparable and essential.to one another.· In the economic 
area the following considerations are emphasized: (1) labor is 
a fixed cost no lange~ variable, (2) ~eopl~ are the source of 
scarce capital. for the work f(:)rce, (3) lengthening the span of 
managerial decisions, and ( 4) automation. While these accom-
plishmen ts and considerations have passed before management 
in the economic realm, these are the social tasks: (1) organ-
ization of work, (2) motivation of people (rewards and 
incentives), (3) development of people, and (4) spirit of 
organization, values, et cetera. 15 
Drucker does not confine his theories on corporate 
responsibility to the internal operation of the enterprise. 
He believes that there are certain types of activity that can 
come under corporate jurisdiction--activity that lies outside 
the confines of the enterprise. Drucker lists the other 
charges which may be management's legitimate responsibilities 
as follows: 
l5 Peter F· Drucker, nrntegration of People and Planning,n 
Harvard Business Review, XXXIII (November-December, 1955). . 
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1. Develop a capital market into which channel savings 
or the middle class. 
2. Develop policies to support and encourage young and 
small business. 
3. Develop plant location which will distri buts work 
and orders. 
4. nThe job or making and keeping the human organization 
productive implies responsibility or the most erricient 
design or the individual's work, the grouping or the man 
in the work team, and the ordering or small teams into 
the productive whole."·l6 
But Drucker advises precautions in meddling where the 
corporation can do no good, is not girted to perrorm, and 
should not venture until its own enterprise is in good order. 
Thus, ir the enterprise does engage in community relations 
it should do so as a beneractor. "But to assume responsibility 
is quite another matter, ror :responsibility implies authority 
over such matters as education and the arts. Indeed it is 
unthinkable •••• There are public responsibilities which 
are legitimately the business or business, and where it can 
runction errecti vely and in ·the public welrare as a leading 
group.u 17 These areas are:. riscal policy~-the tax rate is 
not right--another is wage rate, et cetera; also maintenance 
or employment during the depression or orr times. 
In all such cases where management is acting in the 
responsible interest or the public, it should ask the rollowing 
16 Peter F. Drucker, The New society The !gatomy or the · 
Industrial Order (New York:-llarper & Brothers Publishers, 1950), 
p. 209. 
17 Peter F. Drucker, t1The Responsibilities or Managrnentn 
Harper's Magazine, 209:67-72 (November, 1954), P• 71. 
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questions. nnoes its actions pl'omote the public· good? Is 
it likely to advance the basic belief's o:f our society? 
Will it contTibute to stability, strength, and hal'mon? I:f 
the answers are nagative, then the policies will ultimately 
be harm:ful to business. u 18' 
Adolf' A. Berle JT. 
The second discussant o:f the modern corpol'ation is 
Mr. Berle. He has been concerned about the corporation :for 
many years. He combines the skills o:f an economist and a 
lawyer in his analysis o:f corporate Tesponsibility. When 
he wrote The ModeTn CoTporation and PTivate PToEertr with 
Gal' diner C. Means in 1933, he helped stimulate thought about 
the :future o:f the corpoTation in our economy. In this book 
these men, Berle and Means, expTessed the concern that the 
concern that the coTpor ation was a poweT:ful institution. 
There were :few coTporations and they were becoming lal'gel' 
and :feweT. Thus, they saw the poweT which corporations held 
nal'Towly. They pTedicted that the :futuTe--the next :few decades--
would behold an even gTeatel' concentTation o:f power in these 
leading large corpoTations. 
Bel'le, on his own, some twenty-one yeaTs a:fter the 
prediction wrote anotheT signi:ficant book dealing with the 
18 Ibid 
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corporation. This book is The Twentieth Centurz Capitalistic 
Revolution. The book is significant for this paper because 
it is the expression of the theories of a leading economic 
theorist on the problems of the corporation. It is significant 
for the period of time in which it was written. It arrived 
as the prediction which Berle helped to formulate earlier was 
reaching fruitation-~a rash of mergers and extension of corpo-
rate power had reduced the number of la.:rge corporations while 
power was distributed to fewer companies. Finally, and most 
important, the book is the expression of the thinking of a 
man who pioneered in the solution to the problems of the 
corporation. The solution quality, therefo.:re, is enhanced 
because it is the culmination of thought on the problem over 
a pe.:riod of many years. It should offer the kind of solution 
that seeks to preserve the economic system in such a way that 
it will have the essential spirit of private operation which 
lead to its creation. 
The approach that Berle describes differs from Drucker 
because Berle is interested in the corporation in relation to 
society. Drucker was more interested in the relation of the 
corporation to itself and its employees •. 
Berle bases his theories on the basic fact that the 
corporation is powerful; the 200 largest corporations in this 
country control 50% of the assets and the actual control of 
• 
• 
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of these corpo~ations extends far beyond this figu~e. The 
seat of this power is in the management. The power of 
management is expressed in its directing the activities of 
the subordinate officers and employees, deciding on company 
operation, deweloping of technical advances within their 
enterp~ises, directing of the rate of capital expansion, and 
even fo~ming public opinion to some extent. 
The problem of how to keep this use of power within the 
public interest is one of prime importance. Berle suggests 
that there are two possible economic checks on corporate power: 
the public opinion of the investors in the ma~ket, which the 
classical economists refer~ed to as nthe judgment of the 
market place,n and the competition concept. Howeve~, he fears 
that neither of these checks is too valid or powerful in 
todayrs ma~ket place. starting with the competition concept, 
Berle faces the same problems which were discussed earlier. 
competition does not exist as the cheek or regulator it did 
according to traditional economic theory. Today, competition 
is often between the oligopolists, who a~e careful when and 
how they use it. Too .much competition can be a dangerous 
thing when you a~e dealing with giants. ·Actually, the result 
of such modern competition is price stabilization rather than 
price motivation. Thus, although the limitation of competition 
is not complete, the large co~po~ations are not apt to upset 
the balance by engaging in hearty competition. 
- 130 -
The oijher limitation of corporate power is a special 
kind of public opinion: stockholder pressure. Berle describes 
the pressure o:f the stockholder in the following manner. 
In addition, ac_count had to be taken o:f that current o:f 
public opinion which prevails in the :financial world and 
which power:fully a:f:fects the views o:f individuals who 
have money to invest. This segment o:f public opinion 
was, and still is, relatively narrow. It moves along 
lines which :frequently di:f:fer :from broad public opinion 
swings o:f the kind evidenced in national or even local 
elections.. Nevertheless in its own :fashion, it acted 
as sort o:f- an in:formal re:ferendum. Economists re:fer 
to it as 1 the judgment o:f the market place.' In 
economic theory this 'judgment o:f the market place~t 
is assumed to be a power:ful controlling :factor. BY 
declining to p~ovide .capital, it could, in theory, check 
over-expansion; could :favor the enterprises which the 
country needed most (and to which it was, there:fore, 
presumably prepared to pay ·larger returns through higher 
prices and pro:fits); it could penalize or perhi~s 
displace ine:f:ficient management, and so :forth. 
This is interesting. It sounds very logical. However, 
this judgment is more o:f an Adam Smith concept than it is a 
Berle contribution. Today, as Berle points out in talking 
about the shortcomi.ngs o:f this pressure, many corporations 
:finance their capital expansion :from within.. Thus, there is 
no need :for them to seek favor o:f the investment market. 
Berle illustrates the distribution of capital investment in 
1953. Of the aggregate capital investment the :following break-
down is lis ted. 
19 Adol~. Berle Jr., The TWentieth Century Capitalistic 
Revolution (New York: Harcou~race and Company, 1954), p. 36. 
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64% came from internal sources 
36% of the remaining came from current borrowing 
18% of the total was raised by issue of bonds or notes 
6% of the total was raised by the issue of stock 20 
Although the pressure which is exerted by stockholders 
may not fit the role that was once indicated for it, stockholder 
opinion together with the more general concept of public 
opinion does effect the decisions of corporate management. 
Berle believes that the pressure of public opinion may express 
itself both to the corporation or to other sources. When it 
is transmitted to the corporati'on, appropriate action can be 
taken by management. However, if it is acted upon by others 
in a political manner--government, for ex~mple--management 
has no control over the outcome. Therefore, it is to the 
advantage of the corporation management to heed public opinion 
before it is removed from their control. 
Berle gives the traditional examples to show how the 
management of private corporations has conducted itself in 
light of public opinion--the prices of automobiles after World 
war II, and the supplying of oil to unfriendly countries during 
the war. 
Berle seems to relax his anxiety about the power of the 
large corporation as he places increasing faith in the power 
2G Ibid .. , p. 38. 
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of public opinion. He believes that trheavily concentrated 
enterprise, n are being enlisted into, nthe status of quasi-
public services rather than private fortune-making concerns.n 121 
Thus, he seems content to overlook the fact that this is not a 
standard operating procedure which is enforceable in any 
predictable manner. It is an ninchoate lawn the duty of whose 
enforcement rests with the public--whoever and however they 
. may be. The power of public opinion control as a democratic 
function of free society rests in the minds and hearts of the 
people. 
But the credit cannot go to public opinion as the only 
effective check which Berle's theory depends upon. He notes 
a combination of things which combine to keep the corporation 
from determining its decisions solely because of its power. 
The economic knowledge of the managers over the years, the 
vote of the consumers, the respectful eye of various individual 
publics which are in contact with the corporation, competition 
to a limited extent, all help keep the. managers from going 
as tray. The corporation a1s o has certain agreements and legal 
contracts which it must obey. If it were not to adhere to 
these agreements, it would disrupt the entire business community 
21 Thurman Arnold and others, The Future of Democratic 
Capitalism (Philadelphia! University of PennsyiVa~a Press, 1950), 
p. 47. 
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in which it operates. Thus, the climate or opinion or busi-
ness as so cia tes woul.d tu:rn against the corporation. Finally, 
the power or the corporation has a check on i tselr. Ir the 
power is not used wisely, o:r not used at all, then another 
group will certainly acquire the power. This someone else is 
the state. Thus, on this point at least, both Drucke:r and 
Berle are in ag:reement. ~he thre13..t or the state on the corpo-
ration is signiricant. 
The corporation is ~oday a "nop.statist political insti-
tution, n and the directo:rs have similar positions to public 
orrice holders. But the similarity to the state by the p:rivate 
corporation should stop there ir our economic system is to 
be prese:rved. dust how ra:r the state can go in actually 
controlling and :regulating the corpo:ration berore the system 
or rree enterprise is endangered is explained by Berle .. 
Changes in corporate methods and practices may, of course, 
be presc:ribed by political action; this goes on more or 
less continuously. The limit·or action appea:rs to be 
the point at which the change or practice seriously arrects 
the well-being of a substantial part of the count:ry. 
The degree of er:tectual limitation on state action 
naturally depends on the nature and size or the organ-
ization and the plant. required :tor the pa:rticular 
industry. Clearly there is no uniform rule. One situ-
ation obtains in the production of steel; another, in 
the production of machine tools or motion pictures. 
The degree of possible political control was great in 
the case or the chain store. But the possibility of 
such action would seem, at p:resent, to be relatively 
slight in connection with steel, and slighter yet in 
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transportation or telecommunications. At the point at 
which integration on a national basis is almost 
essential, as for instance in the telephone business, 
tfie state would find the greatest difficulty in attempt-
ing small-unit produetion.22 
In general Berle adheres to the philosophy that 11 the 
government which governs least governs best. 11 His entire case 
for the preservation of the corporation is based on that belief. 
He hastens to point out that while the fear of the large 
corporation is great, the" fear of the powerful and large state 
is even greater. 11A generation which has watched the extreme 
police-state organization in Soviet Russia and its equally 
:rrightening offshoot t sport', the Nazi and_ Fascist o.rganiza-
tions in Germany and Italy, is not likely to underestimate 
the possibility that an overmastering state likewise can 
become a tyrant. Though the more vocal opponents of big 
business, on the one hand, and .of statism, on the other, appear 
to be from opposite premises, they a.re .really fearing (and 
saying so) a similar threat. They are struggling against the 
same thing, as they see it, in di:t'ferent forms, namely the 
power that comes :rrom expansion in size with concentration 
of control. n231f!rhe great dif:t'erence between the American 
corpo.rate system and any socialist system lies in the :tact 
22 Ibid., pp. 49-50. 
23 Ibid., pp. 52~53· 
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that in America there a~e a few hundred powerful units, each 
of which has a limited capacity to disagree with its fellow 
giants and to do something diffe~ent .. n 24 For this little 
diffe~ence, o~ big diffe~ence as it may be, the private giant 
powers are wo~th defending as a bette~ way to do business 
than is offe~ed by state control. 
Be~le suggested seve~al checks· on the co~poration. He 
believes that all of them have in some way imposed their 
combined force to construct a new responsibility for the 
corpo~a tion. nThe argument just made compels the conclusion 
that the corporation, almost against its will, has been com-
pelled to assume in appreciable part the role of conscience-
carrier of the twentieth-century Ame~ican society. Unlike 
other great groups which have attempted a major pa~t in this 
task, the modern corporation has done so without intent to 
dominate and clearly without defined doctrine.'' 25 
Berle indicates his confidence in the management's 
inte~pretation of what is going on about him. The overwhelming 
combination of checks to the power of the manager has caused 
him to be alert, to realize that he is not the free master of 
his corporation's fate as he had been led to believe. Just 
24 Adolf A. Berle, The Twentieth Century Capitalistic 
Revolution (New York: Ha~court Brace and Company, 1954), p. 184. 
25 Ibid., p. 182. 
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as he ~ound restraints on his behavior as an individual he 
~inds similar limitations on his company. Personally, he 
could not run his li~e as chis instincts would dictate; social 
pressure, tradition, respect, and many other reasons were 
learned to deter certain activity. He developed what is called 
the superego or conscience. Could it be that the corporation 
must develop a conscience too? 
Yes, is Berle's answer. There is no doubt that the 
corporation must develop a conscience. Berle compares this 
decelopment with the conscience o~ the king. When some policy 
of the king wronged one of his subjects, the citizen expressed 
this injury to the king. This introduced to the medieval 
kingdom a way by which the king could learn of the effect of 
his rulings on the subjects. Instead of the king's listening 
to all the injustices personally, the keeper of the conscience 
of the king :reported the condition of the rules and decisions 
on the people. The king in turn could adjust his rulings 
to the results they produced. In this way the king was able 
to use hiw power better; thus, he insured his continued 
possession of .that power through wiserapplication of it. 
This is the same use which Berle defines for the con-
science of the corporation. A conscience will help the corpo-
ration manage its power so that another force will not usurp 
that power because it was not wisely used. Present day 
capitalism is now ready for such advanced thinking, indeed 
it compels such thinking. 
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·For twentieth-century capitalism will justify itself 
not only by its out-turn product, but by its content 
of life values. Within its organization and impact 
are lives of many millions of men; and these lives are 
the first concern not the by-product of our century. 
In American thought, an economic system, like a 
political government, is made for men. If it denied 
rights to men to life, or to liberty as they understand 
that, or to property, whatever modern property shall 
turn out to be, the community gathers itself for a kind 
of revolt whose results are unforeseeable. Happily 
the long line of common law and of the American Con-
stitution offers a conception, a means of approach, and 
a group of institutions making it possible to protect 
and develop this content. Power of any organization, 
corporate or governmental, is subject always to judgment 
by that criterion; and the political effects of co~gnity 
judgments are apt, in the long run, to be decisive. 
Berle differs distinctively from Drucker in the distri-
bution of responsibility. Where Drucker emphasized the need for 
management to work within the enterprise before assuming any 
responsibility outside, Berle, on the other hand, urges 
management to enter areas which merit immediate attention no 
matte!' where. These areas, as his whole presentation indicates, 
are outside the corporation but in conjunction with it. He 
urges management to consider the. basic .p.roblems of society. 
; . .. . ~ . 
They must do this because they possess the power to represent 
the representative social institution. Therefore, it is not 
a matter of assigning responsibilities to management which 
they should not have; it is a matter of their recognizing that 
they have not sought far enough in considering what their 
responsibilities are. "The .reality--a 'conscience'--in business 
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organizations which do control many men--need be neither 
impractical nor dangerous once the business community has 
learned to honor differences and deviation as well as 
agreement and conformity." 27 
The conscience must be mature. This maturity accompanies 
the size and power of the corporation, and the'place the 
management has in the modern age. Bel'le calls fo:r a sea:rching 
process by management. 
Fo:r the fact seems to be that the really g:reat corporation 
managements have :reached a position fol' the fi:rst time 
in thei:r history in which .they must consciously take 
account of philosophical considerations. They must con-
side!' the. kind of community in which they have rai th, 
and which they will se:rve, and which they intend to help 
construct and maintain. In a word, they must consider 
at least in its more elementary phases the ancient problem 
of the 'good life,' and how theil' operations in the 
community can be adapted to affording or fostering it. 
They may endeavor to give their views exact statements, 
or they may merely proceed on undisclosed premises; about 
explicity or implicity, the premises are the:re.28 
In his discussion or the conscience or the corporation 
Bere presents some sample cases which call for the interpreta-
tive action or management once they are presented by the 
conscience. One such example is the security provisions which 
are stipulamed in employment procedures. He poses the problem 
27 Ibid., p. 185. 
28 Ibid., pp. 166-67. 
• 
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of a man who has doubted loyalty but who is not actually a 
security risk~ How can this man, in applying for a job for 
which he is supposedly trained, present his position to the 
company with which he seeks employment. This man has been 
wronged by the brand which unfairly and incorrectly places 
him in the risk category. This is an instance where the 
activity of the conscience comes into .action~ The king em-
powered his conscience to treat such wronged people, listen 
to their cases, and make judgment according to the facts. 
Gan the corporation, as a responsible institution in society 
do less in the modern world? 
Along this same line there are cases where suspect 
communists are already employees of the corporation. Berle 
asks in these cases if the corporation should set a board of 
review to hear this kind of case. Or, because there may be 
violation of federal law, should the corporation dismiss the 
employee without a hearing, and allow the federal government 
handle the case? 
In dealer relations, conscience is again called upon .. 
The automobile industry is a case in point. Here verticle 
. 
integration places .the dealer in a state of dependence on the 
producer. The control of the contract, which permits the 
dealer to represent the company, rests with the producer. If 
the company should terminate the franchise, for any reason, 
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what can the dealer do to receive a just explanation or 
settlement for the loss of the dealership rights? In this 
area the conscience of the corporation--in this case the 
automobile company--is the only agency which can direct justice 
on the problem. This would demand the establishment of a 
board or similarily informed group to determine procedure 
for the case. 29 
Opportunity for the corporation to develop its conscience 
is apparent to an ever increasing degree. There are many 
dependents on the corporation who have no voice in the way the 
power is enforced on them. 
This calls for determined effort on the part of corporate 
management. It must decide how it will establish a conscience 
and what the duties of the conscience will bee This requires 
that management's planning enter those important philosophical 
problems that Berle has talked about. 
If corporations are to make industrial plans, what are 
the criteria of these plans? If they are to make gifts 
to support philanthropy, what kind of philanthropy shall 
they support? If they are trustees for the community, 
what kind of -community interest do they forward? In 
narrower range, they are explicity expected to discharge 
a more or less specialized function by running their 
businesses and providing a given set of goods and services 
for the community and in doing so must provide employment 
for a great number of people. The goods and services they 
29 The General Motors Corporation has established 
board for the purpose of hearing dealer explanations. 
explanations are heard·before the corporation can take 
in breaking the dealership contract. 
an appeal 
These 
action 
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provide, their manner of marketing, the employment they 
create, the plant they build, all exert powerful in-
fluence on the framework of community lffe. Corporations 
must also, one supposes, do something for their stock-
holders as indeed they do, and usually well, even though 
stockholders do not hold the center of the corporate 
stage just now. Provisions must also be made, it seems, 
for continued advance in the art and techni~ues of their 
chosen field or fields. 
In larger aspect, the great corporations fre~uently join, 
by their own desire or under community pressure, in con-
structing, setting up, and operating country-wide and 
national plans tending to assure continued stability, 
health, and servicibility of their industries: There are 
many kinds, and the means of them are diverse; but, in 
the aggregate, plans of some kind cover the more essential 
parts of the economic machinery of America.30 
Thus, Berle recognized the position of the corporation in 
the 20th Century. He attempts to solve some of the problems 
with a determined confidence in the corporation to take an 
active responsibility in ~uestions which lie beyond the area 
of immediate profit--problems which in their solution benefit 
all of society by making it a better p~ace. The desired 
solutions indicate that power of the corporation, if used in 
the restraining and useful ways which Berle suggests, will 
make the 20th Century Capitalism of this country the preferred 
economic system of a free people. 
~. Berle thus presents the challenge. 
The large corporation is now a familiar institution; and 
it is malleable. In America today, the corporation has 
reached a position in which its operations have become 
essential to the life of the national society. Although 
36 Berle, ~· cit., pp. 169-70. 
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the coTporation is not an instrument oT a foTm or 
government, its existence and continued functions are 
relied on by government. Since in the modeTn industrial 
state, no goveTnment is immune fTom responsibility for 
a measuTe or the economic well-being of its population, 
the large corpoTati on, particularly in basic indus tTy, 
inevitably assumes a relationship to the formal and 
informal political stTuctuTe. 31 
John K. GalbTaith 
Probably one or the most popularly known of the current 
economists is John Galbraith of HaTvard University. 
Professor Galbraith has gained fame through the publication 
or several best selling books which deal with economics. His 
ability to express complex economic thoughts in language 
which can be understood by the layman with a limited economic 
backgTound caused crowds to purchase his books. His clear 
thinking on basic economic problems, and his intToduction or 
logical theoTies to these problems has earned foT him the high 
praise or many of his colleagues. The greatest general criticism 
of Galbraith is that he does write foT the layman, thus, he 
eliminates some technical explanation of his theories. His 
cTitics ask that he make a more academic pTesentation, not 
that he eliminate the general writings or change his thinking. 
Thus faT, in this paper.Galbraith has supplied information 
concerning the important economic problems which face the 
corporation. As any practicing professor of economics he has 
31 Thurman Arnold and Others, The Future £!Democratic 
Capitalism (Philadelphia: University of Pennsylvania PTess, 1950) 
PP • 36-37 • 
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studied various areas of economic thought, especially problems 
of business economics such as profit, p:ricing, competition, 
and production and distribution. But his most impo:rtant con-
tribution--fo:r this study--is the concept of countervailing 
power. He has devoted an enti:re book, American capitalism 
The concept of counte:rvailing Powe:r, to the discussion of 
this theory. 
Although the:re has been thought on the subject of c:ross 
powers in the system of economics, Galb:raith is the fi:rst 
economist who set down the theory in an o:rganized fashion. 
And he named it: countervailing power. This theory presents 
the gene:ral synd:rome of the climate of business in this count:ry 
today. It is not particula:rly p:rofound when it is once 
realized. Pe:rhaps that can be said of all great theo:ries and 
does not det:ract f:rom its discove:ry. 
The discussion of this theory in this paper is presented 
because it conce:rns the corpo:ration in a different way than 
have any other theories thus far presented. The concept of 
countervailing powe:r does not suggest what the corporation 
management must do ino:rder to act in a :responsible fashion. 
Indirectly it affirms faith in the automatic ope:ration of the 
business community in much the same way the competitive model 
did for the classical theorists, and still does today for 
conservative business units. It is the safe-gua:rding operation 
which regulates automatically the powe:r of the co:rporation. 
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The theory on the natural reaction or conflicting forces 
rather than the directed power or any single force. 
The theory does not insist that management employ a 
conscience to look into the moral issues or warious business 
and social activities~ Nor does it provide that the auto-
matic regulators of the market place such as supply and demand~ 
substitute products, and competition will check the power of 
management provided they are restored to their rormer abilities. 
Nor does it advocate the psychological considerations such as 
confidence and motivation determination to solve the problem. 
Nor does it introduce new concepts of cornmunica tions, human 
relations, and the latest industrial understanding program 
or client~centered therapy to be the saviors or the corporate 
system, and therefore, capitalism. ·These things are, or course, 
not discounted, but they are certainly not relied upon. It 
is taken for granted. that all of these processes are going on 
in the business community at all times. However, it is not 
yet possible to measure just what effect, ir any, they have 
individually on the economic system. 
countervailing :power is both more encompassing and more 
automatic--predictable and historically repeatable--than the 
theories which cling closer to the individual enterprise. 
Where Drucker attempted to show that what counted today was 
emphasis on the internal operation of the enterprise, and 
Berle attempted to show that management should consider basic 
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questions of the moral, political, and 'good life' nature, 
Galbraith attempts to show that a natural pattern is apparent 
in the capitalistic system. 
Galbraith builds his concept after he shows where the 
traditional theory whi.ch is based on the competitive model, 
falls short of satisfactory performance in our system. Gal-
braith insists that a rigorous definition of competition will 
state emphatically that an individual producer has to abide 
by price changes rather than control them. 11 The form of 
competition which involves some degree of jurisdiction over 
price by seller (or buyers) exists widely; and that the 
business world therefore lacks the self-regulating character 
which is present when compe tition involves no such juris-
diction." l32 He noted that this is often where the economist 
and the businessman part company in their thoughts on compe-
tion. nAfter spending the day contemplating the sales force, 
advertising agency, engineers, and research men of his rivals 
the businessman is likely to go home feeling considerably 
harassed by competition." 33 Needless to say this is not the 
competition whieh was intended by the competitive model. 
32 H .. S. Dennison and J. K. Galbraith, Modern Competition 
and Business Policy (New York: Oxford University Press, 1938), 
p:-31. 
33 John K. Galbraith, American Capitalism (Boston: Houghton 
Mifflin company, 1956), p. 14. 
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Galbl'aith mentions some of the other checks which we!'e 
discussed earlier in this paper. He is concerned, howevel', 
with the tremendous power of the corporation, and how that 
power is held in check. He, as the other economists, wants 
the checks on the col'poration to be found in the natul'al 
state o:r the pl'ivate, free enterpl'ise system. This system 
should remain void of state action, if possible. Because 
he finds that it is impossible to !'ely on classical theory, 
i.e. he finds that competition is not an ef:f'ective regulator, 
and he does not place confidence in the concepts of corporate 
!'esponsibility Ol' other modern ideas to any extent; he must 
offer some other explanation. 
So he arrived at his explanation in the theory of counter-
vailing power. Briefly, "countervailing power. . . is organ-
ized either of buye.:rs or by sellers in response to a stronger 
position across the market." 34 This co.ncepp transcends 
traditional ideas that powel' checks are imposed either on 
either one side of the market or the othe.:r, but never between 
them. Eithel' competitions was among buyel'S ol' among selle.:rs. 
But Galbraith does not say competition. That is the major 
difference, therefoxe. 
Nevertheless competition is not completely rejected. 
But whe!'e it does not ope.:rate effectively, Galbraith desc.:ribes 
34 Ibid., p. 112. 
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the :following operation. nThe active .rest.raint is p.rovided 
by the competito.r who ofrers, o.r threatens to orre.r, a better 
ba.rgain. Howeve.r, this is not the only-o.r even the typical 
.restraint on the exercise .or economic power. In the typical 
mode.rn market or few selle.rs, the active .restraint is provided 
not by competito.rs but from the other side of the market of 
strong buyers. Given the convention against price competition, 
it is the .role or the competitor that becomes passive in these 
ma.rkets.u 35 He adds this further explanation or the concept. 
Countervailing power is also a self-generating :t'oTce-
and this is a matter or great importance. Something, 
although not ve.ry much, could be claimed ror the 
regula to.ry role of the strong buyer in relation to the 
market power of the selle.rs, did it happen that, as 
an accident of economic development, such strong buyers 
were r.reg_uently juxtaposed to strong sellers. Howeve.r, 
the tendency of power to be o.rganized in response to a 
given position nf power is the vital characteristic o~ 
the phenomenom I am here identirying. As noted, power 
on one side or the market creates both the need for, and 
the prospect or reward to, the exercise or counte.rvail-
ing power on the other side. This means that, as a common 
rule, we can rely on countervailing power to appear as 
a curb on economic power. 3b . _. 
The application of this concept to various aspects of' 
modern e.conomic lif'e is seen easily.. The illustration which 
Galbraith believes best clari:t'ies the concept is the example 
or labor. He illustrates the situation or the steel producers 
at the turn of the century. The buyers of steel could buy from 
35 Ibid .. , p. 112. 
36 Ibid., P• 113. 
- 148 -
any of several producel's if they did not agree to pay the 
p:rice of a pa:rticular one. In othe:r words, they could find 
.the best buy. But the individual worke:r was in a different 
position. If' he did ·not like the pay he was given, he could 
conceivably change his job, but fuis would be extremely diffi-
cult. His home was established, he had his family to suppo:rt 
with constant work, and .faced ilisecu:rity if he attempted to 
make a change. This disadvantage of the individual wo:rker 
b:rought about the rise of the labor union; ••• nit was not 
the organizing abilities of ~ohn L. Lewis and Philip Mur:ray 
that b:rought the United States Steel Worke:rs into being. 11 37 
Naturally, the result of' the organized labor union was to 
produce a counter-powe:r to management. Thus, the power of 
management was checked by the power of the union, and the 
individual wo:rkers were bette!' represented through an 
organized bargaining unit. 
Another example of countervailing power is the general 
consumer. Without much thought on this subject one is tempted 
to say that the consumer has no equilivalent of the union. 
consumer cooperatives and other types of consume!' unions are 
not common in this country. Galb:raith suggests that it is 
the chain store and the discount house which :rep.resents the 
power of the buyer. He states that the advantage which they 
37 Ibid., p. 115. 
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p~omote eliminates the need for o~ganized consumer action. 
Under independent small stores there was no possible way to 
buy in volume,· thus no way to exe~t a counter-force on the 
p~oducer. The~e was no buyer's power of price and quantity 
of goods. Under the large chain store it is possible for 
the large buyers to pass their savings and lower price 
quantity buys on to their customers: the final consumer. 
Thus, this intermediary power is a countervailing power on 
the large producer. 
These are just two examples of the theory. It can be 
applied to many other cases of economic activity. But the 
conclusion of the theory is negative in effect. There is no 
conscious responsibility implied for management other than 
the efficient operation of the corporation. So far as the 
theory itself is concerned, it offers a check on the co~po­
ration more or less autom~tically, and certainly the~e is 
no needed impetus by management of corporations to help its 
cause. 
However, Galbraith makes some other interesting comments 
about the corporation which should be included here. These 
are suggestions which are not part of the theory of counter-
vailing power .. 
Galbraith has given valuable information about the place 
of big business in our society by developing this theory. 
Although his theory is not meant necessarily to act as a 
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defense for the corporation, it does help the problem of the 
corporation because it provides an acceptable check on its 
power. It can act as a guide in preparing corporate responsi-
bility. Moreover, Galbraith has had experience in working 
with business and has listened to many arguments given on behalf 
of the corporation. Thus, he is able to advise those who wish 
to defedn or apologize for the corporation. He notes that 
there are several standard approaches that are used to defend 
business. He mentions: (1) it is efficient, (2) it is 
technologically progressive, (3) size is an optical illusion, 
(4) employees are happy and loyal, {5) private ownership 
besp~aks rugged individualism, and (6) there is vigorous 
competition.38 
Galbraith states that these arguments together with over-
simplifications and truth exaggerations are aimed to appeal 
to the mass of American people. Much of the defense is 
intended to change the attitude--assuming that attitude is 
hostile--of the people toward the corporation. Unfortunately, 
however, the. arguments alienate the thoughtful leaders. This 
gives rise to the concept that intellectuals and so-called 
thought leaders are opposed to business, either suspicious 
3S John K. Galbraith, "The Defense of Business: A 
strategic Appeal,rr Harvard Business Review, XXXII (March-
April, 1954), pp. 37-43· 
. .; 
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or outright hostile. The flaw in this defense action is 
that the mass of American people are already in support of 
business, or at least not leading active opposition. There-
fore, the real ease for the corporation should be aimed to 
the nstyle leadersH for they are the ones who desire more 
confirmation of the place of business and its contributions 
. ' 
and its negative aspects, toov They are not fooled by good 
words. They distrust publicity promotions which state that 
rrbusiness is goodn because they have not been given reason 
to think otherwise. 
This recalls the argument of the businessman that there 
is competition in the economy--even among the giants. But, 
the competition of the businessman is not the kind which the 
.economists will accept. When it is recognized that there are 
two modes of competition, and that the kind defined by econo-
mists as necessary for the business system is not the one 
generally evidenced, why do the apologists keep insisting 
that it is there? Galbraith attempts to inform the corporation 
defenders not to try to prove a point, and try so hard at 
that, when the point is not acceptable in the form they 
present in the first place. nFor those who are making the 
case for business without being under the unpleasant shadow 
of litigation _the proper course is a good deal more clear. 
A claim of intense and virtuous competition is something to 
be avoided like the plague.n 39 Because there is not a common 
39 Ibid., P~ 43. 
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understanding of language between the businessman and the 
economist, it is best not to use any questionable terminology 
as a defense in presenting the case for corporation. 
Moreover, Galbraith believes that the claims of competition 
at work in the system are not necessary. It is the final 
performance or business which really counts. nAnd this, if 
any, is the present lesson~ If the business case must be 
offered, it had best be based on performance--performance 
fully and carefully argued, and directed not at those who are 
already dispos~d to believe but rather at those with a critical 
tendency to disbelief." 40 These suggestions coincide with 
current concepts in communications theory. They, also, empha-
size the selection or the proper audience; then the application 
of the right material should be directed to that audience. 
Galbrai.th has written a current best selling book, 
The .Aff'luent Society. This is an important book :ror defenders 
of business to read. It may be the necessary forecast of the 
areas of action in the economy, either private or public by 
government, in the very near future. In this book he re-examines 
the great importance which is placed on production. He be-
lieves that. this emphasis is inappropriate for our modern 
socity. correction of this emphasis on production and, instead, 
application of the talents of the corporation to other interests 
may play an important part in the economy of our nation in 
future years--if not voluntarily, then with government suggestion. 
1}0 Ibid. 
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The McGraw-Hill Economists 
- -----
There has been more than one group of economic theorists 
which has expressed interest in the responsibility of the 
corporation. Actually, the choise of any one group exclude 
some contri.butions of the others. But because this study is 
concerned with variety and content in current thought on the 
subject of responsibility, the McGraw-Hill economists were 
chosen. They are, by no means, representative of other economic 
theory groups. But they present a different approach and point 
of view to the problem than has been given thus far. Their 
approach is a group hypothesis which represents a publishing 
house which is interested in promotion and preservation of the· 
capitalistic system. 
About the stand that they take on their study there is no 
doubt. They state in the beginning of the book that it is 
an effort to present what they believe is the necessary pro-
gram, or parts thereof; for the continuation of the present 
economy. They believe it is the most efficient and beneficial 
economic system fox our country; this prejudiced approach is 
one difference between this contribution and the ones that 
preceded it. Although some of the other econfumic theorists, 
certainly those in Chapter III, favored the system, most of 
them arrived at their position in the course of their studies • 
These authors, on the other hand, are working for an organi-
zation that assigned this project to them. Thus, although 
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these men may have arrived at their positions independently, 
their positions are the kind, perhaps the only kind, which 
the company would have permitted in this book. 
Nevertheless, this does not detract rrom the value or 
their presentation. As economists, they observe the tenents 
or the discipline that they represent. 
The point or view or these authors in preparing their 
theory for a single volume,_ Making Capitalism Work is the 
most general that has been presented thus rar. They approach 
the problem of the corporation rrom its environment. They 
are concerned with the future or the entire capitalistic 
economic system of which the corporation is one or the most 
important components. Specirically, they wish to promote the 
best working conditions tor the system, which will in turn 
promote the best conditions for the corporatioh. unrortunately, 
only part of their argument is devoted to what the corporation 
itselr can do in this process. They are also concerned with 
the roles of the government and political activity, all of 
which has a bearing on the economy, but which is beyond the 
immediate scope of the corporation. 
They proceed to look at the overall task of stimulating 
those areas where capitalism can be continued. They list 
them as follows. 
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The major task· of giving ca.pi talism a future in the 
u.s.A. may .roughly, very roughly, be identified as: 
1. Providing the tools and e~uipment (the capital) 
essential to the effective utilization of our economic 
resources, human and material. 
2. .Assuring vigorous utilization of these resources--
largely a matter of incentives. 
3. Seeing that the proceeds of industry are fairly 
divided--in the major part a matter of giving fair com-
petition every possible encouragement and protection. 
4. Protecting the economy from violent destruction, 
either by depression or more directly revolutionary 
operations. 
5. Providing enough individual economy security to 
remove destructive fear of poverty or humiliating depend-
ence on charity, but not enough to make reliance upon 
social security an attracti~e career. 
6. Providing the economic foundations for a rising 
standard of general well-being, identifying capitalism 
with that advance, and otherwise creating an hospitable 
social and political climate for capitalism. 
7. Treating our resources, both human and material, with 
a decent regard for the aesthetic sensibilities of the 
present generation and the economic needs of the genera-
tions to come. 
8. Creating a tolerably congenial political and social 
environment for capitalism by successfully dem~£strating 
its compatability with basic American ideals. 
Some of these activities which they believe are important 
to enable the economy to survive can be carried out only by 
the government. Only those, however, which will benefit the 
economy through the initiative of the private corporation will 
be considered further. 
41 Dexter M. Keezer and others, Making Capitalism Work 
(New York: McGraw-Hill Book Company, 1950), p. 8. ----
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They insist that competition is essential to the operation 
of the capitalistic system. It furnishes the drive to produce 
more and better goods at a lower cost and it checks the power 
of one group over anothe:r. ttEve:ryone has a big stake in making 
competition work bette:r. It is the most efficient and most 
productive arrangement for governing economic activity that 
has yet been devised. Even mo:re important, competitive cap-
italism provides more personal freedom than any other system. n 42 
Although they advocate competition, they do not provide an 
answer on how it is obtained. It would almost seem that they 
believe that when businessmen realize this fact they will auto-
matically adhere to it. Moreover, these economists would seem 
to accept a condition of competition in the economy at the 
p:resent time. 
The area where they put perhaps their greatest emphasis 
is education* It is one of the most important activities which 
the corporation can engage in. nThe failure to do an effective 
educational job on the strengths of capitalism has also been 
due in striking degree to the fact that leaders of capitalism 
have not ene:rgetically used such materials as they have at hand. 
Busy with seemingly_more urgent matters, and not given much to 
educational wo:rk in the first place, they have generally 
entrusted the job to specialists in public relations. The 
42 Ibid., p. 236. 
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magnitude of their failure is perhaps attested by the fact 
that most people would accept the art of pulling the wool 
over the eyes of the public without getting caught at it as 
a good working definition of public relations for American 
business. This would be greatly unfair to many honest and 
sincere workers in the field of pnblic relations. But that 
does not alter the widespread conception of public relations 
as a form of professional flimflam. rr 43 Thus, the educational 
job of management is the development of a competent program 
for leaning rather than publicity to cover up. The story 
of capitalism must be taught to the people not merely publicized. 
Therefore, the fact that the economy does function well 
is not sufficient. Here is a major difference between these 
authors and Galbraith, for example. nin addition, we must 
create sympathetic public attitudes towards its operations. 
As noted at the outset, this involves demonstrating not merely 
that it is extremely productive, nor that it can be made both 
productive and relatively stable. We must also demonstrate 
that it is congenial with the higher social and spiritual 
values, preeminently human freedom and dignity. Such a dem-
onstration, or even the blueprinting of it, is beyond the 
scope of this book.rr 44 
43 Ibid., p. 254· 
44 Ibid., P• 255. 
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One of the tasks in the area of education is to make 
provisions for institutions of higher education to understand 
and have knowledge of the businessman* This is especially 
true for the social scientists. nAs matters stand, it is no 
exaggeration to say that our social scientists and our business 
leaders view each other with mutual disesteem-" 45 
The gulf between the businessman and the academician can 
be bridged. The aut.hors suggest the development of fields of' 
in~uiry in which both the businessman and the academic man 
have an interest. such a field, it is suggested, is economic 
forecasting. ttAnother way by which the gulf between town and 
gown might well be narrowed is to create joint agencies of' 
academic community and business community to guard against 
arbitrary infringement_ of academic freedom and intellectual 
freedom generally. n 46 
In summary of the position of these economic theorists 
on education, it can be said that the corporation must take an 
actual interest. Part of this interest should be teaching the 
public about the operation of the economic system. Other than 
this, the corporation as the representative of the business 
community should attempt to bridge the gap which exists between 
men of the school and men of business. 
45 Ibid., P• 263. 
46 Ibid., p. 264. 
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A second major point with these autho~is is the conce~n 
with equality. They feel that the ideas of equality should be 
changed in acco~d with the situation as it actually exists. 
Thei~ position is as follows: 
If capitalism is to have a successful future, this idea of 
unive~sal equality must be successfully combated. It is 
deadly to capitalism. One of the greatest glories of 
capitalism is that it accommodates the self-evident truth 
that all men are not equal in all ways •.•• It must be 
pounded home continuously--from the kindergarten right 
through to the old folks home--if the idea of uni ve~sal 
human equality is not to e~ode the basic philosophical 
foundations of capitalism. The late Justice Louise D. 
B~andeis rema~ked that rthose who won our independence 
believed ••• that the g~eatest menace to our freedom is 
an inert people.' It is also the greatest menace to 
capitalism. And . there is no bette~ way to promote inert-
ness than to plug the notion that everyone is equal in 
every way. If it were so, why put forth.' the special 
effo~t which is the driving force of successful capital-
ism? Why not recline as comfortably as possible on 
social secu~ity? 47 
These authors prepare two cases for the denouncement of 
the ideas of equality in the system. One is to point up the 
fact that most people would gain ve~y little if anything, if 
all the wealth of the country were divided equally among all 
the people. A second point which can help emphasize the fact 
that equality and the system are not compatible, is to advertise 
the fact that successful businessmen must have a very high 
degree of technical competence. And most people do not and will 
not have this. Therefore, the leaders should be appreciated 
for their value. 
47 Ibid. ,-p. 267. 
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The autho~s suggest a contribution on the part or business 
leaders, the co~po~ation's management~ The authors present 
their position on whe~e management should act. 
Ir we are to have a climate or opinion essential to the 
successful survival of capitalism, it is up to the busi~ 
ness leaders to take a mo~e active part in creating it 
than he has in the past. Fo~ many, perhaps most, busi-
ness leaders this is an unpalitable notion. Unlike 
labor leaders, preachers, teachers, and politicians, 
businessmen usually gain their leadership by action with 
a minimum or rorensic trimmings. They shrink rrom getting 
mixed up a rree-ror-all public discussions. They are 
more inclined to send a public relations expert. There 
is a great and c~ucially important role fo~ public-
relations, :lf they are educators rather than apologists. 
But the company head must make this educational process 
a primary part or his business, not something to be 
delegated and forgotten.4M 
Thus, the task or the corporation manager is great. He 
must not merely recognize that he has a responsibility, but 
he must take an active part in rulrilling it. He must let 
his activity be known to the public to gain their conridence. 
For example, on the profit problem, he should acknowledge the 
great importance of profit in business instead or apologizing 
ror the profit of his. company. What is needed is agressive 
explanation rather than the negative approach to business 
activity. 
In a summary or the position taken in building their 
approach to saving capitalism in our economy, the authors have 
suggested several areas into which the corporation can enter. 
48 Ibid., p. 271 
- 161 -
FiTst, the aTea or attitudes shoUld be dealt with through 
education. Second, a realistic view or equality; one which 
recognizes that theTa is not univeTsal equality possible in 
the capitalistic system, and theTefore incentives and broadened 
opportunities are essential. 
The other suggestions which these authors make are beyond 
the realm of the corporation. They are concerned with govern-
ment activity in fiscal policy, and the Federal budget. They 
make recommendations foT changes in the tax structure, adjust-
ment of the social and welfaTe- activities of the goveTnnient, 
conservation of natural resources, and other purely govern-
mental functions. 
All of the suggested procedures for promoting the capital-
istic system require 11giving capitalism a climate of opinion 
in which it can thrive." This calls for the following: 
- Effective performance. This pTimary requirement is 
met where there are steadily improving standards of 
living, satisfying opportunities to work and advance 
on the job, and a reasonable measure or security against 
the catastTophies of war and depression. 
- Conservative us of the nation's natUTal resources. 
capitalism cannot afford more 'hoTrible examples' if 
waste of resources which make effective propaganda :for 
its enemies. 
- Effective efforts to obtain sympathic popular under-
standing of the quality or capitalism's performance, 
particularly of its unique companionship with political 
and personal freedom. 4~ 
49 Ibid., p. 275. 
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This presentation has been an overview of the problem 
of the corporation as it relates to the entire economic 
system. Of course, the chief concern of these authors is the 
preservation of capitalism. More than urging a change in the 
system or advocating a.ny new types of corporate responsibili-
ties, they prefer that the system as it now exists be taught 
and explained. The job of doing the teaching should rest with 
corporate management. Thus, this is their concept of corpo-
rate responsibility. 
SUMMARY 
CHAPTER V 
SUMMARY AND CONCLUSION 
Corporations are the most important segment of the 
American economy excepting the Federal Government. They 
exert power and control which affects the lives of almost 
every citizen of this country, and many people throughout 
the world. This great importance creates concern about the 
manner in which the corporation functions. This concern has 
produced suggestions about ways in which to assure performance 
in a manner which will benefit the economy, the society, and 
all the people over whom it exerts an influence. 
There is currently a great deal of literature written 
about a revolution in the economy in regard to the corporation. 
This revolution conce:rns the responsibility which the corpora-
tion has imposed on itself to operate in the public interest. 
r.t is revolutionary because in the capitalistic economy there 
have always existedchecks and balances, which have controlled 
the conduct of the corporation. These checks and balances 
were automatic in the traditional model of the free enterprise 
system. The chief regulator was competition. When the corpo-
rations grew large, competition was no longer such an effective 
regulator. So the government attempted to control and regulate 
with legislation designed to check corporate power. This, 
however was not successful because it was never rigidly applied 
' 
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and varied with the political climate of the country and the 
needs of the economy. 
Nevertheless, the critics continued to demand some kind 
of corporate control. Perhaps it was this demand that 
introduced the idea of the challenge and opportunity of the 
corporation to accept the responsibility for its own behavior. 
Naturally, the corporation could not control itself because 
it is an inanimate institution although it is often referred 
to as a legal person. This control function was the task of 
management • 
It was, therefore, the fate of management to establish 
the pattern for corporate responsibility. The managers ex-
pressed themselves in public--through speeches and in articles--
about their responsibilities. They stated that they would 
assume for the corporation the task of determining the public 
interest, and they would conduct their policy-making as much 
as possible according to this determination. 
It was, thus, the pronouncement of management, although 
the impetus may have come from public relations, which defined 
corporate responsibility. However, the actual implementation 
of the responsibility fell to a special arm of management: 
public relations. Because it was peculiarly eq_uipped and 
interested in this kind of work, it became the job of public 
relations to look after the social operation of the corpora-
tion. Thus, while management continued to handle the economics 
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of the business--profit making--public relations men sought 
to determine the social side. 
According to public relations theory, the problem is 
approached with reliance on the measurement of attitudes. 
Public relations men seek to determine the public opinion, 
which they assume represents the public interest. From their 
findings they can suggest to management what necessary consider-
ations must be included in their policies if they wish to 
conduct business in the public interest. Once the policy is 
formulated by management, the responsibility of public relations 
is to explain that policy to the public. Thus, a two-way 
relationship is maintained. 
From public opinion it should be possible to determine 
where the policies of the corporation can conform to the 
interests of the people. The public relations man can determine 
the types of social action that the public want before these 
desires are detected by polit:Lcal forces such as the government, 
and imposed on the corporation by law. Public relations theory 
suggests that the corporation make various contributions to the 
public. These contributions range from financial contributions 
for higher education or the community chest to consideration 
of plant location for the maximum benefit of the labor force 
and the community. 
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In contrast to the provisions of public relations theory, 
the economic theorists approach the situation of the corpo-
ration in a different manner. Public relations theory commences 
with the premise that the corporation is a worthy economic 
institution and must survive in its p~esent form. Their pro-
blem is to find out how to assu~e that survival. On the othe~ 
hand, the economic theorist seeks to determine first if the 
corporation is wo~th continuing. He recognizes the changed 
situation of the co~poration, and that it is impo~tant to the 
economy. He realizes that this change causes a change in 
traditional economic theories which applied to the corporation. 
Thus, he approaches the new situation--big and powerful corpo-
ration without the former checks and balances--by examining 
the p~oblems of the co~po~ation. The most appa~ent problem 
both to the economy and the corporation is the large size. 
It is a general problem because of the importance which the 
large co~poration has on the total economy. It is the corpo-
ration's problem because it makes its activities even more 
noticeable and encompassing~ 
With the large size of the corporation comes increased 
power. Powe~. is expre.ssed in the influence that the corporation 
exerts over the markets in an economic fashion, and over the 
people in social and political ways. The economists desire to 
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supply checks to the corpor~tionts power. They explore the 
possibilities of natural checks such as competition and the 
economic vote of the conswners. They also consider the 
possible artificial checks such as state control. Some economic 
theorists; at this point, adhere to the need for natural checks 
with a minimum of government interference. Others can see no 
workable way to enforce proper· operation of the corporation 
except through gowernment regulation. Thus, the important 
q_uestion of power to the theorist is: how can the corporation 
be regulated more effectively w~ile preserving the important 
parts of the capitalistic system? 
The problem of regulation int:z::oduces the whole q_uestion 
of competition in the modern economy. Some theorists believe 
that competition works well in the economy at the present 
time; it regulates as it is intended to do. Others adhere to 
the traditional definition of the competitive model. They 
find that competiti~n today is generally not price competition 
but price stabilization. These economic theorists see the 
situation of oligopoly in the system as an elimination of 
effective competition as a regulator. Therefore, they advocate 
that either competition be restored--by breaking up the large 
concerns and returning to the atomistic situation; or replaced 
with government regulation .. At any rate, these theorists insist 
that control must come from the outside. 
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Still another group of theorists will redefine competition 
to fit the present situation. Instead of price competition 
they find that product competition works just as well. In 
fact, some advocates feel that competition is greater in the 
modern economy than ever before. Usually, this group of 
theorists also adheres to the force of public opinion as a 
check on the corporation. They feel that the corporation, by 
reading public opinion, then taking appropriate policy-making 
steps in line with their reading, can operate in the public 
interest. If the corporation does this, then it provides a 
check on itself. This self-check through public opinion is 
sufficient to provide proper operation for the corporation. 
These advocates of the "New Competition" are strong supporters 
of corporate responsibility; they have confidence in the 
maturity of corporate management. 
Another problemwhich is examined by the theorists is 
price and profit. They generally agree on the answers to this 
problem. The consensus is that price is accidently, if ever, 
determined with regard for the public interest. Profit is an 
essential part of the capitalistic system. Without profit 
it would be impossible for the corporation to undertake any 
social unprofitable activities. Almost all economic theorists, 
no matter what their opinion on other matters, agree that this 
calls for the aggressive defense of profit. 
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A final problem is that. of large government. There are 
responsibilities which are definitely part of the economic 
activity of the government. But in a private free enterprise 
economy it is necessary to determine how far government can 
enter into the realm of private business. If the government 
which governs leas.t, governs best, then the less interference 
by government the better the system will operate. On the other 
hand, the corporation owes certain obligations to the govern-
ment. It should cooperate with government judgments, abide by 
:U"he laws, and pay taxes, for. example. 
Corporate responsibility is assumed to be necessary part 
of the operation of the corporation. After the problems of 
the corporation have been examined separately, some theorists 
are willing to entrust the corporation with mor~ responsibility 
than are others. A general responsibility, which is recognized 
by almost all theorists is that management must operate their 
businesses as efficient economic institutions. Some men believe 
that the natural responsibilities are fulfilled by this activity. 
Thus, jobs are provided, goods and services are produced, and 
capital investment is absorbed and rewarded. This is all that 
is necessary for corporate responsibility. However, some other 
theorists believe that the economic responsibility is only one 
part of the task of the corporation. They desire the corporation 
to take serious consideration of the social problems of the 
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society. These theorists in some cases, include as much and 
many times more in thei~ concepts of corporate ~esponsibility 
than did the public relations theory. Their suggestions range 
from providing maximum satisfactions and working conditions 
for the employee to endowing social scientists in universities 
with grants to study the operation of the corporation. Although 
the suggested :responsibilities vary in degree, they all urge 
the corpo~ation to expand its activities to include activities 
in the public interest. 
In order to obtain a more complete unde:rstanding of the 
theories of some cur:rent economic theorists, four theories 
were examined in detail. They all differed in app:roach to the 
problem and the :resulting solutions. They va~ied from emphasis 
on the internal responsibilitie~ of the single corporation 
to the responsibility for sustaining the capitalistic system 
in this country. One of them suggested 'caution in the use of 
responsibility at all. 
Peter Drucker emphasizes the need for status and function 
for all men in the modern economy. Because of the many problems 
of the corporation as an organization, management must accept 
responsibility within the enterprise. The need for incentives 
in work and the need for improved communication and understanding 
between management and workers sustain this inte:rnal problem. 
/ 
' ' 
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Drucker suggests the solution is the self-governing 
plant community. This provides for employee government of 
their social activities in the enterprise. The result o:r this 
establishment shoq_ld be increased interest.in the work and the 
job, and the realization of status and function through leader-
ship activities. 
Drucker suggests-that responsibility outside the corpo-
ration should be· considered only when the internal operation 
is satisfactorily planned. Then, the social activities should 
be undertaken with the corporation as a benefactor, rather than 
as responsibilities with authority. 
Adolf Berle is concerned with power and size of the corpo-
ratioh. He states that the checks of the traditional theories 
do not operate. For example, competition is controlled ri valr·y 
at best, and the stockholder pressure, which was once important, 
is not important because of capital investment from within. 
But the power of public opinion is important. It must be 
heeded by corporate rnanagemen,t if the corporation does not wish 
to loose its power to the even more threatening force of big 
government. 
Berle suggests that the corporation has reached a state of 
maturity where it must take intelligent consideration of those 
over whom it exercises power. He suggests, further, that the 
corporation needs a conscience to help guide corporate policy .• 
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Thus, the corporation can retain its power only be observing 
a mature self-check which creates wiser use of that power. 
John Galbraith also finds that the traditional theories 
no longer apply to the economy of the large corporation. After 
he disproves the effectiveness of the checks of the competitive 
model, he describes a new regulating pattern in the economy. 
This pattern is countervailing powe~. 
Where competition works as a check on one side of the 
market, countervailing power crosses the market. It is the 
provision of checks and balances between buyers and sellers. 
Thus, the power of the large corporate producer is checked to 
some extent by the power of the large buyer, and the large 
labor union, and big government. 
Galbraith adds that if the corporation must defend itself, 
it should attempt to do so in the correct manner. He warns 
that the present defense of the corporation is misdirected, 
and that the thoughtful leaders are not convinced of the 
corporation's value--they are not duped by talk. Thus, the 
corporation can prepare its own best defense through action 
because it is performance on which it is judged. 
The McGraw-Hill economists stress the need to sustain and 
improve the economy so that capitalismwill survive. They 
suggest an overall program for this survival, only part of which 
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can be undertaken by the corporation. The corporation has 
~No special ways in which it can assume responsibility accord-
ing to them. One is a program of education. This would include 
support of higher education in formal institutions, as well as 
education a bout the func t:ion of the corporation and the econo-
mic system. It would attempt to brdige the gap between the 
academic and the business world. The responsibility of manage-
ment is assuming the part of overseer to assure the effective-
ness of the program. 
Their other suggestion is a recognition that the concepts 
of the capitalistic system can only survive if the structure 
of the component parts are conducive to this. For example, 
the concept of equality does not exist in actual practice; this 
fact should be emphasized. Then, the proper provisions for 
incentives and opportunity should be provided by' the corpora-
tion. 
In sum, it is essential that the capitalistic system be 
explained to all the people. The explanation should provide 
the necessary proof that the system is the most productive and 
efficient for this economy, and that it provides the greatest 
degree of individual freedom. Education :rather than publicity 
is needed. 
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Conclusions 
Economic theorists are concerned about the fate and the 
responsibility of the modern corporation. They approach the 
problems in a different manne~ than. does public relations 
theory.. They :provide both important insight into the reasons 
.. which make the corporation an important institution and the 
role that it plays in the economy; and provide s:pecifi c 
suggestions concerning corporate responsibility. Most important 
is the fact that they can look at the corporation from outside 
and recognize the.· important considerations which must be made 
in defining corporate re.sponsi bili ty. 
Ther.efore, the most important contribution which the 
economic theorists can make to public relations theory is the 
approach and methods of defining and solving the problems. 
This is more important than the specific solutions themselves. 
Because it is important that public relations theory be 
enhanced by the socialsciences, it is essential that it learn 
what the social scientist is saying currently in respect to 
the corporation. Because both economics and :public relations 
are concerned with the corporation, the way in which the economist 
observes the problem can be an important tool for the public 
relations man. By listening to the wisdom of the economic 
theorist, he may avoid serious mistakes? and may make may posi-
tive contributions to the activity of the corporation. 
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There are many of these lessons throughout this paper. 
Some of them are lists of possible responsibilities which the 
corporation should engage in, some are reasons why public 
opinion is so important in planning policy in the public inter-
est, and some are criticisms of the ~orporation with suggested 
answers and possible corrective action for them. 
The following suggestions seem to be important immediate 
lessons which can be gained from the particular economic theorists 
considered in this paper. These are merely the basie conclu-
sions which represent the method or approach to the problems 
rather than the solutions. 
- It is necessary for the public relations practitioner 
who is concerned with the corporation to have a technical knowl-
edge of the corporation which includes the economic operation 
of the business as well as the social functions. The public 
relations man should be familiar with the functions of the 
corporation such as personnel policy, accounting, and production. 
It would be beneficial if the public relations man were trained 
in technical disciplines including psychology, economics, accoUnt-
ing, law and others. 
- Public relations men of the corporation should realize 
against whom they are defending the corporation. They should 
know who the critics are andwhat criticisms are levied against 
the corporation. Tt is important to consider the thought leaders, 
in preparing the defense~ They are not convinced by slogans 
and generalizations, therefore, activities must be planned ~hich 
will enable them to understand the corporation better. Thelr 
suggestions may contain valuable corrective measures. 
- The public relations men should learn to defend and edu~ 
cate about the corporation. If publicity is merely reaching 
those who are already convinced of the positive value of the 
corporation, then it may not be necessary or wise to concentrate 
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on this procedure. On the other hand, educational exchange 
programs where the corporation can serve as the laboratory 
for the stlldy of social scientists may be valuable in pre-
senting the corporation to a small but important part of the 
population. This means, above all, that the public relations 
man should learn how to spend money. 
- Since public relations is concerned with public opinionl, 
it may profit from directing its opinion and attitude surveys 
toward publics other than those traditionally consulted. 
Naturally, the·opinion of the thought and policy leaders such 
as congressmen, court judges, professors, ministers, and others 
should be measured. It will probably have greater impact than 
general public opinion as well as help detect where major 
attention should be directed. Other polls could cover litera-
ture on economics, business, law and. poliilical science. In 
this way the thinking of the critics could be categorized and 
countered. 
- public relations should direct attention to the determ-
ination of public interest. Realistic limits should be estab-
lished regarding public opinion as the determiner of public 
interest. If it is true, as it would appear from this study, 
that public opinion is not an adeq_uate indicator by itself of 
public interest, thought can be directed to establishing other 
ways in which to determine public interest. Perhaps one of the 
most important contributions that the public relations man can 
make to corporate responsibility is a more precise means of 
determining public interest. This means may be incorporated 
with the study of public opinion. No doubt, it may come from 
further application of the social sciences. In any case it is 
essential that such a means be developed if public relations is 
to produce satisfactory corporate responsibility. 
- Finally, the public relations consultant or director of 
the corporate ~R department can provide a greater service to 
the corporation by giving concrete and demanding reports of his 
findings to the management. They can introduce basic philoso-
phical q_uestions. They can suggest policy planning in areas . 
where it will resul.t in important improvements. For example, 1f 
they find that spending to evade the law is criticized in . 
important places--places where corrective action can. be taken . 
from outside the corporation--management should be 1n:formed of 
this and advised. to .take appropriate· corrective action. Such 
advice as encouraging srnall business, encouragement of price 
changes according to the dictates of the competi tiv~ situation, 
and increased. foreign trade are all extreme suggest1ons. But 
they are .the kind that may soon bring political pressure.o~ ~he 
corporation if self-regulation through corporate respons1b1l1ty 
is not realized. 
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